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Which Republican 
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—A POLL OF CONGRESS 





Do these ideas look great? 





domes are bringing new thrills in sight- 
seeing. Like all new passenger cars they are 
equipped with modern roller bearings for 


“eaten RAILROAD CARS with glass 


smoother starts and stops and a gliding ride. 


MOVIES ON THE MOVE! You sce progress 
F ntiaeens on America’s railroads. Now 
they’re beginning to put rolling theatres 
into Operation so passengers may enjoy the 
latest movies while they ride. 


Then watch 


Cary Weaee 
ep eet (asa8? 


"ante FREIGHT”— freight cars 


equipped with Timken tapered roller 


bearings —is the next great step in rail- 
roading! It’s great for shippers, great for 
the railroads, and great for you, too. 
Nearly three-fourths of the things you 
eat and wear and use come to you by rail. 
Roller Freight” will bring them to you 
faster and in better condition. With 


Timken bearings on the axles in place of 


friction bearings, freight trains can travel 
at passenger train speed and smoothness. 
“Hot box” delays are eliminated, main- 
tenance time reduced, availability of 
cars increased. Because Timken bear- 
ings reduce starting resistance 88%, 
“Roller Freight” gets under way with 


NOT JUST A BALL _. NOT JUST A ROLLER 


velvety smoothness—no jars and jolts, 
Two great railroads have already gone 
“Roller Freight” on a large scale. One 
with 1000 Timken-equipped hopper 
cars; the other with 800 livestock dis- 
patch cars on Timken bearings. 
Timken bearings take any combina- 
tion of radial and thrust loads. Whether 
you’re building freight cars or automo- 
biles, machine tools or mine cars, 
tractors or airplanes, make sure the 
trade-mark “Timken” is on the bearings 
you use. The Timken Roller Bearing 
Company, Canton 6, Ohio. Cable 
address: ““TIMROSCO”. Tapered Roller 
Bearings, Alloy Steels and Tubing, 


Removable Rock Bits. 


THE TIMKEN TAPERED ROLLER 


BEARING TAKES RADIAL (AND THRUST 





KIDDIE-CAR ON RAILS is another idea on 
a planning boards. There'll be sore fun 
for youngsters —more rest for pareuts. And 
if you want to see something else the rail- 
roads are doing that’s even more exciting.,, 





TAPERED 
ROLLER 
BEARINGS 


can speed the nation’s freight , 
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What the label doesn’t tell 


HERE'S a law requiring that any dangerous 
, aes in foods and drugs be printed on 
the label. Unfortunately there is no such law cover- 
ing ideas. @ Millions of people over the world are 


being led into horrible enslavement because all 
‘they can see is a label which looks pretty to them 
—a name which sounds appealing. Let’s see how 
these labels would read if the truth were required: 





THE LABEL 


THE INCENTIVE 


THE WORK 


THE RESULT 





Communism 


Work to avoid starva- 
tion—or face the firing 
squad. 


Back-breaking work to 
the limit of human en- 
durance in return for 
the “security” of being 
kept alive. 


Slave labor camps. Per- 
manently low standard 
of living. Dictators 
who rule by fear, and 
for whose power the 
people slave. 





Socialism 


No incentive because no 
one can progress. Work- 
ers and industry de- 
pendent on politicians. 


Slow and inefficient 
because there are not 
enough tools. Small 
chance of getting them 
because there is no one 
to save capital with 
which to create them. 


Low production and 
hence low standard of 
living. History is full 
of failures of socialism. 
Must turn eventually 
into communism or the 
incentive of capitalism. 





Americanism 


Good wages because of 
good tools. The right 
to select the work you 
do best, to earn and 
enjoy leisure—the 
“pursuit of happiness”. 


Efficient work, high 
production, because of 
constantly better tools. 


The world’s highest 
standard of living; the 
world’s highest standard 
of freedom and decency. 








All of which shows it pays to find out what's behind the label. Otherwise you may be taking not a cure but a poison. 
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REPUBLICANS’ BEST MAN..............P. 11 
What Republican would make the best 
President? Everybody has an opinion, 
but Congressmen are in a position to 
know. In response to a U.S. News & 
World Report poll, Congressmen gave 
the nod to Senator Taft, with Mr. Van- 
denberg showing a slight edge among 
Senate colleagues. Here’s an analysis of 
the standing of the seven leading Re- 
publican candidates. 


DEFERMENT FOR STUDENTS..........P. 17 
Draft, if it passes Congress next month, 
probably will not affect youths planning 
to enter college in the autumn. This ar- 
ticle shows what circumstances will re- 
sult in deferment for students. 


WHY STOCK MARKET RISES..........P. 19 
Appearance of :: bull market shows a new 
attitude by investors. After lagging for 
18 months, stocks now seem ready to 
take part in the general boom. This is a 
factual article, not intended to point the 
way to overnight riches, but to reveal the 
forces back of trends in Wall Street. 


MYSTERIES OF U.S. POLICY..........P. 20 
If you’re puzzled by U. S. policy abroad, 
youre not unusual. The world’s diplo- 
mats frequently are amazed. One thing is 
clear: the “cold war” is basic strategy. 


ISRAEL’S NEXT STRUGGLE..............P. 22 
The Jews in their new homeland face 
a long economic struggle. They need 
money for development of agriculture, 
industry, transportation, public utilities. 
Explained here are Israel’s chances of 
shifting from war to peaceful develop- 
ment of the area now being defended. 


CHINA‘S WASTE OF TROOPG........ P. 24 
Inefficiency has cost Chiang Kai-shek 39 
well-trained, U.S.-equipped divisions. 
The story is told here for the first time: 
How crack troops were immobilized by 


News within the News 





envy, decimated by carelessness, the rest 
demoralized by continued mishandling. 


FRANCE‘S RECOVERY.... .P. 26 
This summer is the danger period for 
France. Recovery, now showing up in a 
small way, can be snuffed out if infla- 
tion gets started again. But; if the econ- 
omy moves along smoothly, recovery can 
be rapid. Here’s the outlook for a pros- 
perous France. 


TROUBLES FOR U. S. FIRMS............P. 28 
There are new threats to foreign com- 
panies in Argentina. President Peron now 
wants power to seize private property, 
conscript labor, put everybody and every- 
thing to work for his Government. 


LONG ROAD TO PEACE................P. 32 
Can the U.S. and Russia peer” This 
significant report on the world’s No. 1 
problem is written by Vice Admiral Rus- 
sell Willson, who held high position in 
naval councils during and after the war 
and who now is associate editor of U. $. 


News & World Report. 
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Spoken words by wire? Amazing! That’s how people felt when the telephone was young 















sR 


This strange invention grew and grew 
-. but never so fast as now: 


In 1882, when Western Electric joined the 
Bell System, there were less than one 
hundred thousand Bell telephones and 
few cities were interconnected. Today 
there are 29 million interconnecting Bell 
telephones—carrying more than 166 mil- 


lion calls a day. 


Western Electric has supplied most 
of the equipment for this tremendous 
gtowth, In all, Western Electric has made 


MANUFACTURER... 


of 43,000 varieties 
of telephone 
Gpparatus, 





PURCHASER... 
of supplies of all 


kinds for telephone 
companies. 


r 





DISTRIBUTOR... 





50 million 
million since the war. 


Bell telephones — over 10 


Think, too, of all the complex equip- 
ment in more than 7,700 central offices— 
the more than 112 million miles of wire 
in Bell System circuits—the endless quan- 
tities and varieties of other equipment 
and supplies needed for your service— 
nearly all manufactured or purchased by 
Western Electric. 






INSTALLER... 


of telephone 
central office 
equipment. 


of telephone 
apparatus and 
supplies. 





Schedules for production of telephone 
apparatus and installation of central office 
equipment in 1948 call for continuing 
record-breaking performance to help in 
meeting the nation’s unprecedented 
demands for service. 


By doing this huge job efficiently and 
economically, Western Electric helps to 
make your Bell telephone service the 
world’s best at the lowest possible cost. 


& A UNIT OF THE BELL SYSTEM SINCE 1882 
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good 
food served in 


your plant helps 





EMPLOYEES 
DO BETTER 
WORK 


Good food contributes to better 
general health, cuts down absenteeism, 
builds productive energy that pays off 
in more production. And one of the 
best ways to serve good, nourishing 
food quickly is with an installation 
engineered by experts from PIX. 

For years PIX Engineers have spe- 
cialized in efficient facilities for serving 
food in plants large or small. No 
matter what your budget may be, PIX 
can solve your feeding problem eco- 
nomically. 

Write for complete information to — 


Dept C, 
ALBERT PICK CO., INC. 
2159 Pershing Road 
Chicago 9, Ill. 
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Congress. Senator Taft and Speaker 
Martin dashing back and forth between 
Senate and House for conferences, trying 
to make decisions on what bills shall be 
taken up in session-end jam ... The 
Senate passing a $708,000,000 Rivers and 
Harbors bill unchanged, despite Repub- 
lican criticism that it violates economy 
pledges . .. The House passing the Mundt 
Communist-Control bill, noisily shouting 
down amendments to weaken the meas- 
ure ... The bill for the draft and univer- 
sal military training hung up in the 
House Rules Committee while Republi- 
can leaders try to decide what to do. 


World affairs. The Kremlin trying to 
take advantage of U.S. politics with an 
offer to bargain—on Henry A. Wallace’s 
terms . . . Secretary Marshall telling the 
Russians if they want to settle things to 
prove it by their actions . . . Warren R. 
Austin, U. S. Representative to the United 
Nations, challenging the Russians to 
prove their good faith by agreeing with 
U.N. majorities on atomic-energy con- 
trol, a U.N. police force, disarmament 
and other unsettled issues. 

The odd spectacle of Russia and the 
United States aligned against Great Brit- 
ain on the Israeli-Arab fighting 
Arabs preventing U.N. action by what 
amounted to a filibuster . . . President 
Truman besieged with appeals to end the 
embargo that keeps U.S. arms from 
going to the Israelis. 


The atom. The U.S. Atomic Energy 
Commission solemnly reporting to Presi- 
dent Truman that new atomic weapons 
have been put to the test and found suc- 


cessful . . . The tests on faraway Eniwe- 
tok Atoll, three series of explosions, 
viewed only by Americans . . . An Army 


spokesman saying that bombs now under 
development were tried and found effec- 
tive ... A bill making progress through 
Congress to build an aircraft carrier capa- 
ble of launching planes that carry atomic 





ATOMIC ENERGY COMMISSIONERS AT THE WHITE HOUSE 
... from a faraway atoll the echo of three explosions 


bombs . . . The United Nations Aton: 
Energy Commission suspending work wy, 
til the Russians are willing to relax the, 
opposition to majority opinion. 


Labor. John L. Lewis equipped for th 
first time with a battery of press agents 
eight of them . . . Mr. Lewis talkin 
tough as usual to the mine operators i; 
new contract negotiations . . . The Mine. 
union chief breaking off the bargaining 
with indications of approach of a ney 
coal strike. 

United Automobile Workers scoffing x 
a Ford proposal that would in effect pre 
vent a raise in pay . . . Violence in; 
meat-packing strike in Iowa . . . A strik 
threatening at the Oak Ridge atomic. f 
energy plant . . . Mr. Truman appoint. 
ing a board of inquiry for a threatenej 
strike in long-line telephones. 


Politics. President Truman deep in play 
for his June campaign swing across th 
country . . . Many stops, much hand. 
shaking, many rear-platform speeches, ; 
virtual crossroads campaign in prospect 
something the President likes . . . Sout) 
Carolina picking an anti-Truman deb 
gation, but the President gaining ey 
where . . . Southerners practically co 
ceding defeat in their effort to depriv 
Mr. Truman of the nomination . . . Ha: 
old E. Stassen charging a Taft-Dewe 
plot to stop him . . . Rhode Island’s Sew 
tor Theodore F. Green, at 80, and Ka 
sas’s Senator Arthur Capper, at 82, m- 
ning for the Senate again, with the latte 
facing some stiff opposition based on lis 
years .. . Speaker Joseph W. Martin, |, 
making political hay with charges tht 
the Administration “fumbled again’ i 
its recent exchange with Russia . .. Mi 
Martin and Senator Vandenberg in a nev 
contest for presidential prestige, with the 
Foreign Affairs Committee of the Speak: 
ers House writing a more sweepill 
United Nations revision measure than th 
Senator's. 
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Close Play Ina 


“MINER LEAGU 





Safe at second —by a split second! The game you see in 
progress above is part of a red-hot “pennant race” in a 14- 
team softball league— and every one of the league’s players 


is a coal miner! 


So popular has softball become in this coal mining area that 
floodlights for night games were recently installed by the 
mining company which maintains the field. 

Progressive coal mine management is taking an increasingly 
active part in providing modern recreation facilities for 
miners and their families. Among these facilities are swim- 
ming pools, summer camps, picnic areas, playgrounds, and 
meeting places for youth organizations. They are another 
illustration of the progress being made in bettering com- 


munity life for coal miners. 


MopERN WoRKING CONDITIONS have also 
come a long way—due largely to the mech- 
anization program sponsored by the coun- 
try’s progressive coal operators. Nowadays, 
more than 91% of all bituminous coal mined 
underground is mechanically cut, and about 
60% is mechanically loaded. Only about 4% 
is mined by pick and shovel. 

Thanks to huge investments in mechanized 
equipment and to skilled management and 
keen competition within the industry, Amer- 
ica’s bituminous coal mines are the most 
productive in the world. And they pay the 
highest average wages of any major industry. 


BITUMINOUS & COAL 


BITUMINOUS COAL INSTITUTE 
A DeparRtMENT OF NATIONAL COAL ASSOCIATION 
WASHINGTON, D.C. 


BITUMINOUS COAL... LIGHTS THE WAY... FUELS THE FIRES... POWERS THE PROGRESS OF AMERICA 





[CHEVROLET] 


Official nationwide registrations—and seven 


independent nationwide surveys prove that: 
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You'll get your biggest thrill 
out of the fact that Chevrolet’s BIG CAR 
QUALITY—now stepped up in style and 
value—is yours AT LOWEST COST, from 
an all-round standpoint! That means big 
savings in purchase price; that means 
big savings in operating costs; that 
means more value as well as more 
satisfaction for you and your family 
when you own a new Chevrolet! 


CHEVROLET MOTOR DIVISION, GENERAL MOTORS CORPORATION 
DETROIT 2, MICHIGAN 
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Newsereian Washington, D. C. 


Out of the political shuffle, this much seems clear: 

Truman is to be nominated; is to try hard to get elected. 

Eisenhower has about faded from the scene in both parties. Eisenhower's 
name is to be raised in the Democratic Convention, but just as a gesture. 

Taft, among active Republican candidates, stands better chance of getting 
the nomination thon either Dewey or Stassen. Taft stock is up a bit. 

Dewey's chance of nomination is better than Stassen's, but isn't 50-50. 

Vandenberg still is in the key position if Taft-Dewey-Stassen tangle and 
can't get untangled without a prolonged fight. Vandenberg is almost a natural 
compromise; is in a position to draw Support from all sides. 

Joe Martin's chance comes only if Vandenberg couldn't make it. 

The chances are that it will be Truman vs. Vandenberg in November. That's 
the way it looks at this time, but with nothing nailed down. The decision is 
probably to be made in a smoke-filled room. Out of that room it is conceivable 
that John W. Bricker, of Ohio, could emerge, but the chances are much stronger 
that it would be Vandenberg, who is acceptable to most party elements. 





The way things are shaping politically in this election year..... 

Mr. Truman's prospect for election is quite dim. With Wallace in, it is 
negligible. With Wallace out, it is possible, but far from bright. 

Almost any Republican, probably, will be able to win this year. 

Vandenberg, if nominated, would be an almost sure-fire winner. He could 
not be attacked by Democrats on foreign policy. On domestic policy, Vandenberg 
is not closely tagged. He's conservative, maybe as conservative as Taft, but 
without a record of leadership in battling on domestic issues. 

The Senate and House almost surely will again have Republican control. 

Trends in 1948 are Republican trends. They are set by an apparent public 
desire for change, even in a period when times are good, even if hectic. 











What it all seems to add up to for 1949 is this: 

Labor leaders will lose political influence; will get less help from the 
White House in their times of trouble. Labor leaders are slipping in power. 

Taxpayers will be less affected by a “soak the rich" attitude. 

Businessmen will gain in influence and prestige; will enjoy a bigger voice 
in policy making, not only on foreign but on domestic issues. 

Farmers will continue to exercise great influence in Congress. Cotton 
farmers, however, may lose a little influence; livestock, dairy and corn-belt 
farmers may gain somewhat, particularly where White House influence prevails. 

Foreign nations probably will find it harder to get more free dollars. 

A change at the White House, when and if it occurs next January 20, will 
represent a definite change in national policies, a definite shift of power away 
from groups who have dominated since 1933 and toward the business groups whose 
influence has been less marked than it was before 1933. 





Trends in 1948 are to be affected by campaigning related to 1949. 
Inflation, more boom, is to be encouraged by official policy. 
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NEWSGRAM--TOMORROW-- (Continued) 


Deflation, recently favored officially, is now to be discouraged. 

Cheap money, abundant money, bigger bank loans are viewed with official 
favor, where tighter money, higher interest rates had been favored not long ago, 

There is to be no letdown in the boom during 1948 if the White House can 
have its way. That's because Mr. Truman's one big campaign issue needs to be 
built around the full dinner pail, prosperity, jobs for all. 

The boom apparently is being underwritten into 1949, at least. 





War scares, too, are to be played down in months ahead. 

Peace scares can be upsetting to plans but don't disturb voters as much, 

War preparation, rearmament, will go ahead on schedule. 

War itself, imminence of war, will be allowed to slip back. 

It's hard tc make votes out of war scares. It is difficult to convince 
voters that there is a crisis when the other side is talking peace. Voters get 
uneasy when high officials keep sounding alarms. An impression grows that maybe 
they don't know their jobs, maybe they don't know what to do. 














Really, if the policy planners would only admit it..... 

U.S. has won, Russia lost the big "cold" war. 

Russia played for Western Europe and lost. U.S. won. 

U.S. dollars badly needed and wanted by Russia are going to the rest of the 
world, not to Russia and her allies. Russia lost dollars and elections. 

Peace, with a chance to get some dollars, is now in Russia's interest. 

War offers less to Russia than to U.S., and that's less than nothing. Rus- 
Sians gambled on gains short of war and really lost. Now the Russians are prob- 
ably to edge back, seeking a basis to do some future business. 

Russia's price all along has been something under $10,000,000,000. 








A draft for youths aged 19 through 25 still seems probable. 

Drafting will start, under any new law, only after a 60-day wait and only 
after Mr. Truman proclaims its need to get men for the Army. 

Draft, too, is to have many exemptions. (See page 17.) 

The idea underlying draft planning is that the mere enactment of draft law, 
in limited form, will induce voluntary enlistments so that actual use of the 
draft may not be needed, or, if needed, will be on a small scale. 


Elsewhere, the boom in business is getting its third wind. 

Boom, this time, is starting to take in common stocks; is developing the 
earmarks of what could be the last turn in the cycle before adjustment. 

The boom in 1948 is to center less in wage rises, farm price rises. It is 
more of a boom in activity than in prices. Even so, wages and prices are to 
move up somewhat. Some price markups still are ahead. 





Strikes won't stop the boom. Strikes, instead, tend to add to inflation in 
a boom period by cutting down the supply of already scarce goods. 

Strike in coal is becoming probable for July or for September, depending 
on whether John Lewis follows out formalities of the Taft-Hartley Act. 

A coal strike, if it comes, will be an inflationary factor. 

Strikes, other than in coal, are to be of limited effect. A big steel strike 
is not to occur in 1948. Neither is a rail strike. 











To help the busy reader follow important trends, we have extended 
the NewSgram through the magazine by means of brief paragraphs in larger 
type at the head of each article. Thus we are able to give in Newsgram 
form additional coverage of essential news. -- The Editors 
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Trouble? That’s right! Bakeries couldn’t wrap 
cakes and cookies fast enough. Hand wrapping shot 
cost kite-high. What to do? What bakers did led to 
drastic changes that can affect your business, too. 
Cake wrapping called for an intricate use of motion. 
Packaging-machine designers faced a tough task. 
Many attempts at solution failed. Then... 


Maybe you can wrap up a protit, too 





qu 


Morse Engineers tackled the toughie! Previous 
experience dictated the use of Morse Roller Chains 
and Sprockets. These did the trick! Had the applica- 
tion called for Silent Chains, Morse Engineers would 
have recommended them. Morse Roller Chain on 
wrapping machines helped increase bakery efficiency 
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It’s entirely possible to step-up the speed and 
efficiency of many of your machines, your produc- 
tion line, and even your consumer products with 
Morse Roller and Silent Chain and Sprockets. 
Wherever there is industry the application of Morse 
units have saved money, time and trouble. For com- 
plete information covering uses, dimensions, prices, 
installation and ordering data... 
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MORSE CHAIN COMPANY e 











DETROIT 8, MICHIGAN 





4 Roller Chain Silent Chain 


Write for Roller Chain and 
Sprocket Catalog; and new, 
complete Silent Chain and 


Sprocket Catalog C 71-48. 


Address Dept. 147, Morse Chain 
Co., 7601 Central Ave., Detroit 8, 
Michigan. 
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If you’re concerned about rising office costs, 
don’t overlook this: Time-and-a-half for over- 
time applies to the girls in accounting no less 
than to the workers on the production line. 
And don’t overlook this, either: Your office 
people can’t be really productive and efficient 
without modern machines and methods any 
more than your p/ant people can. 


That’s why it’s so important—and so profit- 
able—to make your office the equal of your 


WHEREVER THERE'S BUSINESS THERE'S 





plant in mechanized efficiency. There’s no 
problem about excessive overtime, then. 
There’s no delay about vital reports and 
statistics. Your people can do their work in so 
much less time that office “production” goes 
way up—office costs way down! 


Why not call in your local Burroughs repre- 
sentative today for a discussion of your office 
problems? Burroughs Adding Machine Com- 
pany, Detroit 32, Michigan. 


Burroughs 


Burroughs 
THE MARK OF SUPERIORITY € 
IN MODERN BUSINESS MACHINES 
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Taft and Vandenberg rate 
highest with Congress as the Re- 
publicans likely to make the best 
President. Dewey rates third. 

Poll of Congress gives an ap- 
praisal of the type of leader 
each Republican candidate would 
make if in office. 

Vandenberg rates high with 
Democrats and Republicans. Taft 
rates highest with Republicans, 
less high with Democrats. 

How Congress feels can affect 
the choice of a nominee. 


Congress thinks Senator Robert A. 
Taft, of Ohio, is the Republican can- 
didate best qualified to be President. 
Next to Senator Taft it places Senator 
Arthur H. Vandenberg, of Michigan. 
Governor Thomas E. Dewey of New 
York ranks third. 

Harold E. Stassen, of Minnesota, in 
spite of his spectacular showing in the 
early primaries, stands sixth on the con- 
gressional list. He places behind House 
Speaker Joseph W. Martin, Jr., and Gen- 
eral of the Army Douglas MacArthur, in 
votes for “very good,” even though Gen- 
eral MacArthur impressed more Con- 
gressmen as “poor” material for the 
Presidency than any other top Republi- 
can candidate. 

Governor Earl Warren of California, 
Mr. Martin and Mr. Stassen are fa- 
vored for the No. 2 spot on the Republi- 
can ticket. 

These are the judgments of Republi- 
cans and Democrats in Congress reflected 
ma secret poll conducted by U.S. News 
& World Report. 

In the poll, members of Congress 
rated the seven principal Republican 









candidates for President purely from the 
standpoint of the kind of Chief Execu- 
tive the men would make. Questions of 
party preference did not enter into the 
judgment. Nor did the members engage 
Ma guessing contest as to which candi- 


MAY 28, 1948 


WHO IS REPUBLICANS’ BEST MAN? 
PRESIDENTIAL POLL IN CONGRESS 


Top Rating for Senators Taft, Vandenberg 


date would win the Republican nomina- 
tion. : 

Most of the members of Congress 
know personally the men whose abilities 
they were judging. They are familiar 
with the strong points and with the 
weaknesses of the candidates. And the 
members of Congress know the job that 
the next President will have to do. 

The members were asked in the poll 
simply to rate each of the seven men 
most often mentioned for the Republican 
presidential nomination according to 
whether he would make a “very good,” 
“fair” or “poor” President. Of the 527 
present members of the House and Sen- 
ate (there are 4 vacancies), 32 sent re- 
plies. Two hundred and nine Republi- 


almost twice as many members as gave 
such a vote for either General MacArthur 
or Mr. Stassen, who stood fifth and sixth 
on the list. Governor Warren was at the 
bottom of this list. 

“Fair.” But the California Governor 
was top man on the secondary list. He 
was the only man who a majority of those 
voting said would do a “fair” job as Pres- 
ident. The votes were so divided that 
only Mr. Warren and the two Senators 
got majority support from Congress for 
any rating. Sixty-three per cent rated Mr. 
Warren as one who would make a “fair” 
President. 

This indicates that Mr. Warren is go- 
ing into the Convention in a good stra- 
tegic spot. Members of Congress often 





cans and 120 Democrats 
voted. Their answers repre- 
es SS oe ae RESULTS OF EXCLUSIVE POLL 
sponse, an extremely high 
percentage of replies for a U. S. News & World Report asked, of the 
mail poll. 527 members of Congress now serving, this 
“Nery good.” The two question: 
men who stood at the top of What kind of President would each of 
congressional opinion were these men make? 
Senators Taft and Vanden- Answers were received from 329 members 
berg. Sixty per cent of those —55 Senators and 274 Representatives. Their 
replying thought that Sen- vote follows: 
ator Taft would make a very Wasiiiaity 
good President. Fifty-six per Party VERYGOOD FAIR POOR 
cent felt the same way about TAFT R 140 53 15 
Senater Vandenberg—and in D _7 _38 _25 
the Senate, over which he 197 91 40 
presides, Mr. Vandenberg VANDENBERG R 92 81 32 
led Senator Taft. D _89 _25 _7 
If members of Congress 181 106 39 
could pick the next Republi- DEWEY R 125 73 8 
can nominee, he would be D 15 62 42 
one of these two men. The 140 135 “50 
third choice of Congress 
Crs MARTIN R 106 75 28 
would he Governor Dewey. o 30 53 7 
But Senators Taft and Van- 136 28 “es 
denberg were the only two 
men who got top rating by a STASSEN R 50 87 67 
majority of those voting. . me... a... x 
Governor Dewey got only 43 ms sa ”" 
per cent, or less than half of MACARTHUR sR 62 74 61 
the votes in the preferential - _12 _39 _$5 
class. 74 113 126 
Congress put Speaker Mar- WARREN a 31 127 38 
tin in fourth place on the D 7 67 26 
preferential list. The Speaker 48 194 “64 
got a “very good” rating from 
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reflect the opinions of their districts. And 
they help to shape Convention decisions. 
The congressional rating of the Governor 
shows that he is in a good strategic posi- 
tion for the vice-presidential nomination, 
or even, in case of a deadlock, might get 
a chance at the first place on the ticket. 

In this category, Mr. Warren got al- 
most four times as many votes as he did 
in the first-choice column. And 47 per 
cent of the votes that Harold Stassen got 
were second-choice votes. They put him 
in second place for the No. 2 spot on the 
ticket. Governor Dewey, in third place 
under the “fair” grouping, got almost as 
many second-choice votes from Congress 
as he did first-place ballots. Mr. Martin 
was in almost the same situation. 

““Poor.’’ General MacArthur got more 
least-desirable votes than did any other 
candidate. Forty per cent said he would 
make a “poor” President. Mr. Stassen, 
with 30 per cent rating him as poor presi- 
dential material, was in second place in 
the least-desirable column. The spectac- 
ular showing of Mr. Stassen in the early 
primaries had done little to turn Con- 
gress in his direction. 

In this negative class, Governor War- 
ren and Mr. Martin took third and fourth 
places, with 21 and 20 per cent of their 
respective votes rating them as men who 
would make “poor” Presidents. Fifteen 
per cent of Governor Dewey’s vote was 
in that category. But only 12 per cent of 
that of Senators Taft and Vandenberg 
fell in that least-desirable column. 

Senator Taft is better liked in the 
House than in the Senate. It was the 


Question 


60% 





CONGRESS’S 
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House votes that gave him ae 
his lead over Senator Van- \ 
denberg. The Michigan Sen- POLL — IN THE SENATE 
ator got two more votes for Party VERY GOOD FAIR POOR 
first choice in the Senate than VANDENBERG R 18 7 3 
did Mr. Taft. But Mr. Taft D _20 rae) ~ 
got 18 more first-place votes 38 12 5 
in the House than did Mr. TAFT R 19 > 3 
Vandenberg. D W7 8 2 

The Ohio Senator also is 36 15 "s 
better liked by Republicans —_— . “ . 
than by Democrats. More D 9 10 , 
than twice as many Republi- 28 =) 4 
cans as Democrats wrote him 
down as their first choice for STASSEN : A he . 
President. Over a third more 7 : _ 
Republicans than Democrats 
gave him their second-choice MARTIN R 7 14 7 
vote. And almost twice as D _3 10 \4 
many Democrats as Republi- 10 24 21 
cans wrote him off as a man MACARTHUR R 6 10 3 
who would make a_ poor D fey: U 1 
President. 8 21 

One reason for this show- WARREN R 5 16 j 
ing is the fact that interna- D 2 17 6 
tionalist sentiment among 7 33 ‘12 
Republicans runs less strong- 











ly in the House than it does 
in the Senate. A few think of isolationism 
as desirable. They regard Senator Taft 
as less of an internationalist than Senator 
Vandenberg. Mr. Taft got a better first- 
choice vote in the House than did any 
other candidate, not even excepting the 
House Speaker. 

Senator Vandenberg got more 
Democratic votes than did any other 
candidate. On foreign policy, the Mich- 
igan Senator has been the man who has 


held a bipartisan working arrangement 
together. He often has worked with the 
Democratic Administration to help ena¢ 
policies Mr. Vandenberg felt were in the 
interest of United States foreign policy 

In the House, Mr. Vandenberg got 29 
more Democratic first-choice votes tha 
did Mr. Taft. In the Senate, he got thre 
more Democratic first-place votes tha 
did the Ohioan. 

By the same token, Senator Vander. 
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a in the House, Senator Van- 
denberg got 74 Republican 
TE POLL —_— IN THE HOUSE and 69 Democratic votes. In 
POOR Party VERY GOOD FAIR POOR the Senate, Mr. Vandenberg 
3 TAFT R 121 46 12 got 18 Republican votes and 
~ D _0 _30 _23 20 Democratic. Here Mr. 
3 161 76 35 Taft got 19 Republican first- 
3 VANDENBERG 74 74 29 choice mentions and 17 

2 D 69 20 5 Democratic. 
“5 143 94 “34 And in the Senate, where 
the two men are known 
; MARTIN : - - P equally well, five Senators 
= 126 104 44 said that each of them would 
make a poor President. In 
; DEWEY : = Pr P each case, -the five Senators 
= 19 i “a were composed of three Re- 
publicans and two Demo- 
7 MACARTHUR sR 56 64 53 crats. But, in the House, 12 
J o a. e. = Republicans and 23 Demo- 
a1 6 ” 1 crats rated Mr. Taft as poor; 
8 STASSEN R 43 73 60 29 Republicans and 5 Demo- 
12 D De: _50 _23 crats rated Mr. Vandenberg 
20 62 123 83 as undesirable in the Presi- 

6 WARREN R 26 WW 32 dency. 

6 D 15 50 20 Gov. Dewey’s votes 
12 4 161 “52 were almost evenly divided 
between first and second- 
ar choice columns. In the 
rangement f berg had less Republican support than House, his rating dropped below that of 
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did Mr. Taft. His first-choice votes were 
almost evenly divided between Demo- 
cats and Republicans. Four times as 
many Republicans as Democrats said he 
would make a poor President. In the 
House, almost six times as many Repub- 
licans as Democrats said he would make 
a poor President. 

Where Senator Taft got 121 Republi- 
can and 40 Democratic first-choice votes 


its presiding officer, Speaker Martin. But 
in the Senate, as well as in the over-all 
percentage rating, Mr. Dewey placed 
above Mr. Martin for first-choice. 

The New York Governor’s first-choice 
votes came almost solidly from Republi- 
cans. He had fewer first-choice Demo- 
cratic votes than did any other candidate 
except General MacArthur. In the House, 
only 6 Democrats put him on their first- 


choice list. In the Senate, even with its 
smaller membership, 9 Democrats gave 
Mr. Dewey a first-place listing. 

Similarly, the Democrats put Mr. 
Dewey high on their unwanted list. 
Thirty-four of the 41 House members 
who said he would make a poor Presi- 
dent were Democrats. In the House, only 
General MacArthur got a poorer ‘rating 
from the Democrats. In the Senate, the 
Democrats like both General MacArthur 
and Mr. Martin less than they did Mr. 
Dewey. 

Speaker Martin occupied the exact 
middle ground of the poll. He was 
fourth among first-choice candidates. He 
was fourth among second-choice candi- 
dates. And the combined total of his first 
and second-choice votes was one per- 
centage point higher than the combined 
first and second-choice votes for Mr. 
Warren. 

The position occupied by the Speaker 
in the minds of his congressional col- 
leagues tends to put him in almost ex- 
actly the same bargaining position for 
second place on the ticket, or for first 
place in the event of a deadlock, as is 
held by Governor Warren. In such a 
Convention as is developing for Phila- 
delphia, a spot in the middle ground 
of the candidates may easily be the 
proper place from which to spring into 
a nomination. 

The Speaker’s greatest strength came 
from the House, over which he presides. 
Here he ranked right behind Mr. Taft 
and Mr. Vandenberg in the esteem of 
the members. The listing showed 99 


ler Yould Each of These Men Make? 


















iy 


LD REPONE MAY 28, 1948 


471% 








36% 


1 | 

















a 












Mac ARTHUR 


30% 











Copyright, 1948, By The United States News Publishing Corporation 








63% 














WW 








13 





U.S. News & World Report 





—Acme —Acme 


TAFT DEWEY 


Republicans and 27 Demo- 
crats put him in first place. 
Sixty-one Republicans and 43 
Democrats gave him a second- 
choice vote. And 21 Republi- 
cans and 23 Democrats did 
not want him. In the Senate, 
he placed fifth, ranking behind 
both Mr. Dewey and Mr. 
Stassen. 

General MacArthur ran a 
neck-and-neck race with Mr. 
Stassen. The General got one 
less first-choice vote than did 
Mr. Stassen, but he edged the 
Minnesotan out of fifth place 
by one percentage point be- 
cause of a difference ‘in the 
number of votes cast for the 
two men. Both the General 
and Mr. Stassen ran far be- 
hind the fourth-place Speaker 
Martin, and neither of them 
got half as many first-place 
votes as did the two front- 
running Senators. 

The General’s greatest 
strength was in the House. 
Here he outran Mr. Stassen for 
fifth place on the top-choice 
list. More Democrats favored 
Mr. Stassen than the General. 
In House and Senate com- 
bined, more Democrats dis- 
liked the General than Mr. 
Stassen, although the 126 who 
combined to give General 
MacArthur the _ least-wanted 
rating were almost evenly di- 
vided between the two parties. 
Sixty-one Republicans and 65 
Democrats said he would make 
a poor President. In the House, 
this was the opinion of 53 
Democrats and 53 Republicans. 

Mr. Stassen, in spite of 
the vigorous campaign he has 
been conducting, and the vic- 
tories he has won in various 
primaries, took sixth place in 
the esteem of members of 
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This Was the Questionnaire— 


May 11, 1948 


Dear Mr. Congressman: 


We are planning to publish in our next issue an 
article about the men being most prominently men- 
tioned for the Republican presidential nomination. 

We want to conduct a secret ballot of the mem- 
bers of Congress—different entirely from the cus- 
tomary polls. 

Your evaluation of these men from the stand- 
point of ability—rather than party preference—is 
what we want. 

You are not asked to sigri the questionnaire. It 
should be anonymous. We do ask that you fill it 
out yourself so that we may be sure it is a personal 
appraisal by members of Congress themselves. 

We need the information promptly—in fact, all 
questionnaires should be returned to us right away. 
If this letter reaches your office during any ex- 
tended absence we are hoping it will be forwarded 
to you for immediate reply. 

Please appraise every name on the list below. 

What kind of President would each of these men 
make: 





Very Good Fair Poor 


PPO WOG os vssssssapsdcocaetectee Ca) (>) ) 
WACATERUE ....<..5.03500505- cx» Cry ( ) 
IVPATENM? ... ccc avd tievcsees- ( ) ( ) Gy 
SSEAGSOM) | 2.6ccct.ccsvarteteseces € 3) c-) ( ) 
_ Re TAS 6 A 2 a a 
Vandenberg ................ C'e) eC») € ») 
IWVIGEBONN 7 c..cachessascausceess C. ) - c ») 


(Put one check mark opposite every name, 
please). 


Sincerely yours, 


Owen L. Scott 
Executive Editor 


P. S.: A stamped and addressed envelope is en- 
closed for reply. (For purposes of tabulation, note 
your own party affiliation here... cess ) 
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STASSEN WARREN 





Congress, He stood one per. 
centage point below Gener: 
MacArthur, whom he beat in 
Wisconsin, and got fewer than 
half as many votes as did Mr 
Taft, from whom he wrested 
nine delegates in the Ohio pr. 
maries. 

In the poll, Mr. Stassen got 
more votes in the unwanted 
class than he did on the first. 
choice list. Seventy-five made 
him their first choice. But 97 
said he would make a poo 
President. On the composite 
chart, he was beaten by both 
Mr. Martin and General Mac. 
Arthur, although he got mor 
first-choice votes in the Senat 
than did either of them. 

Governor Warren’s vote 
was fairly well massed in sec- 
ond place. Sixteen percent put 
him on their first-choice lis 
Twenty-one per cent did no 
want him at all. Sixty-three pe 
cent made him a second choice 
The total of Mr. Warren’s firs 
and second-choice votes, how: 
ever, was enough to put hir 
right alongside Speaker Mar 
tin in the middle ground ¢ 
congressional likes. 

The net result of the pl 
is to indicate a measurement ti 
the candidates’ stature by prac 
ticing politicians who knov 
them. It emphasizes the regatt 
that their colleagues have it 
Senators Taft and Vandenbert 

The poll throws some ligt 
upon the strategic position 2 
which Governor Warren at 
Speaker Martin will stand # 
the Convention. 

It indicates that Gover 
Dewey still is high in the nm 
ning; but that General Ma 
Arthur and Mr. Stassen # 
rated lower in the estimatit 
of Congress. 
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...when you travel by Bonanza 


iB RE eS EGE 3 





Largest piano and organ store in New Mexico is May’s. 
When out-of-town prospects are “on the verge,” Mr. May flies 
them to Albuquerque in his 4-place Beechcraft Bonanza, 
with resultant sales. Mr. May also attends distributor shows 
anywhere, any time—with travel time cut two-thirds and 

using no more gas than he does in his car. 


Tom Dillingham, of Enid, Okla., who sells 
insurance, now covers “about three times the 
territory I did before ... never gone overnight, 
thanks to my Bonanza; whereas I used to 
be absent two weeks at a time.”’ Lands in 
small fields, too. “One of the best investments 
I ever made—pays me a profit.” (Operating 
costs reach as low as 1¢ per passenger mile! ) 


N. B. Cramer, of Vee Bar 
Ranches in Corsica, S. D., 
has properties in Montana, 
California, Oklahoma, 

and New York. His Bonanza 
gives quick contact with all. 
“Couldn’t operate without 
it,” he says. Extra income 
source: Charter service in 
pheasant hunting season. 





Apply Bonanza transportation to your business! 


The Bonanza is a business plane, built for business men who want to 
eliminate the colossal waste of time that piles up when you travel. 

A note on your company letterhead will bring an informative brochure 
on “The Air Fleet of American Business.” Write today to 

Beech Aircraft Corporation, Wichita, Kansas, U. S. A. 





BEECHCRAFT 


ONANZ: 


MODEL 





Top speed, 184 mph. 
Cruising speed, 172 mph 
Range, 750 miles 


BEECHCRAFTS ARE THE AIR FLEET OF AMERICAN BUSINESS 


BORG-WARNER HAS BEEN WORK] 
HAND IN HAND WITH STUDEBAK 
FOR’3 DECADES! 


PRODUCTION 


To Studebaker’s own individual specifications, 
Borg-Warner creates maity essential 
operating parts 
From horseless carriage days, Borg-Warner has been serving ' 
America’s automobile makers. It is particularly proud of its 
association with Studebaker...acar which is widely applauded 
today for its advance styling and appointments, its fine crafts- 


manship and highly efficient performance. 





At present, 19 of the 20 makes of cars contain one or more ene 
basic working parts from B-W. Parts such as transmissions, create iF” 
. . ‘9 . . . . art n 
overdrives, clutches, universal joints, radiators, timing chains. stion. ™ 


“Design it better—make it better” is the Borg-Warner objec- aaa hom 
an 
tive. Now—as always—B-W engineering skills and large scale 


facilities are focused on still further improvements. You'll 





enjoy the benefits in your “car of tomorrow.” 


South Michigan Ave., Chicago: BORG & BECK * BORG-WARNER INTERNATIONAL * BORG WARNER SERVICE PARTS * CA 

GEAR * DETROIT VAPOR STOVE * FRANKLIN STEEL * INGERSOLL STEEL * LONG MANUFACTURING * LONG MANUFACTURI 

MARVEL-SCHEBLER CARBURETER * MECHANICS UNIVERSAL JOINT * MORSE CHAIN °¢ MORSE CHAIN, LTD. * NORGE 

sRODUCTS * PESCO PRODUCTS * ROCKFORD CLUTCH * SPRING DIVISION * SUPERIOR SHEET STEEL * WARN 
WARNER GEAR * WARNER GEAR CO., LTD. 
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19 OF THE 20 MAKES OF CARS CONTAIN ONE OR MORE PARTS BY BORG-WARNER. These units form BORG- WARNER, Executive Offices, 


LUMET STEEL *¢ DET ROIT 
NG CO., LTD. * M ARBON * 
¢ NORGE-HEAT °* NORGE 
ER AUTOMOTIVE PARTS ° 
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Young men who are planning 
to go to college next year may 
count on finding draft defer- 
ments easy to get. 

Inductions under a draft, if 
passed in June, will not begin 
yntil autumn term opens. College 
students then are likely to be de- 
ferred until June, 1949. 

After that, draft exemption for 
remaining three years may be in- 
sured by taking weekly military 
drill, by choice of courses. 
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What current draft plans in Con- 
gress really mean to a youth now 
planning to go to college, or back to 
college, is this: 

Draft is likely to be passed in June, 
with a provision that no youths be drafted 
during the summer. That is the prospect, 
although a draft is not yet certain. 

Registration for all draft-age men, 
including those with veterans’ status or 
other exemptions, then is to be conducted 
within 60 days, probably in August. 

Actual drafting will not start before 
September, about the time colleges re- 
open. The date when inductions begin, 
after September 1, will be decided by the 
President. Draft is to be for two years of 
Amy duty, plus two to five years in the 
reserves, on the basis of plans now 
shaping. 

Draft alternatives. For youths who 
enroll in college for the autumn semester 
and who wish to complete their educa- 
tion without interruption by the draft, 
these alternatives can be considered: 

Student deferment for full-time col- 
lege students is likely to be for the entire 
academic year, so that the individual 
would not be eligible for the draft until 
June, 1949. That deferment, if not made 
for the full year, is almost certain to be 
good through the first semester. After that 
time, even if no other steps are taken, 
the individual youth’s chances of being 
drafted are about one in six. 

College military training, however, 
can provide deferment from the draft for 
the student’s full four yéars. Youths who 
take weekly instruction with the Reserve 
Officers’ Training Corps are to be de- 
ferred, provided they sign an agreement 
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EASY DEFERMENT FOR STUDENTS 


Ways Open to College Men in Draft Plan 


to accept a reserve commission upon 
graduation if offered, and, if called up, to 
serve two years of active duty as a com- 
missioned officer. In practice, only a small 
proportion of ROTC graduates are called 
to active duty. ROTC graduates with 
reserve commissions would get the bene- 
fit of automatic draft deferment. 

Reserve status, too, will exempt the 
student from military service during his 
entire college career, if he attends weekly 
drills and two-week summer training 
courses throughout that period. This may 
apply, however, only to those who sign 
up with an organized-reserve unit before 
the draft bill becomes law. 

National Guard is the largest of these 
units for which a nonveteran is eligible. 
The individual may join by applying at 
his local National Guard armory. In this 
case, he is committed to take three years 
of weekly drill, plus a yearly 14-day 
course at a summer camp, as long as 
he remains in the area in which he 
enlisted. 

Air National Guard offers the same set- 
up, but with training along Air Force 
rather than Army lines. 


—Veterans’ Adm. 
COLLEGE STUDENTS 
... the odds are about one to five 









Organized Naval Reserve also is open 
to nonveterans, can be joined through 
regular Navy recruiting offices. This re- 
serve enlistment must be for a four-year 
period, but may be resigned at any time 
except during war or a new national 
emergency declared by Congress. It in- 
volves weekly drills and a_ two-week 
cruise each vear. 

Organized Marine Corps Reserve may 
be joined by nonveterans for periods of 
two, three, or four years, with the same 
provision for discharge at the reservist’s 
own request. Students can enlist through 
either Marine Corps recruiting offices or 
through their local Marine Reserve 
headquarters. 

In each of these cases, the individual 
may join a reserve unit now in his home 
town, transfer his enlistment next autumn 
to the unit nearest his college. 

Other reserve units, such as the Army’s 
Organized Reserve Corps and the inac- 
tive reserves of all three services, are 
open to veterans, but may not be joined 
by youths with no prior military training. 
Some prior active service is required, too, 
for enlistment in the Coast Guard Re- 
serve or the Public Health Serv- 
ice Reserve, both of which will 
provide deferment from the draft. 

Professional training in col- 
lege, meanwhile, will insure de- 
ferment for some students. This is 
not likely to apply for freshmen 
and sophomores, but advanced 
students majoring in science, en- 
gineering, premedical subjects or 
theology may be almost certain 
to be deferred until graduation. 
Local boards will rule on such 
cases. 

Dependency provisions, final- 
ly, will exempt from the draft 
students who maintain a 
wife or family during a college 
career. Married men, even if their 
Wives are employed, will stand a 
better-than-even chance of defer- 
ment by their local boards. 

Prospects of being drafted, 
for youths who plan to attend col- 
lege next autumn, thus, are ex- 
ceedingly slim. Deferment is likely 
until June, 1949. After that, the 
individual’s chances of not being 
called are five to one. Moreover, 
nearly everyone who wishes to 
avoid an interruption to his col- 
lege career may do so by taking 
some weekly military training. 


most 
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WHY THE STOCK MARKET RISES 


Reported from WASHINGTON and NEW YORK 


Stocks, after lagging in the 
boom, are higher again. 

Rising dividends, profits, the 
promise of more boom due to 
rearmament are back of the new 
stock-market trend. 

Prices of common stocks do not 
yet reflect confidence in perma- 
nence of the boom, assurance of 
world peace. 

Tax reduction is releasing more 
dollars for investment. 


The price level of common stocks, 
in a sidewise movement for 18 months 
while many other prices were rising, 
recently broke into a rise of its own. 
This meant that the greatest boom in 
U.S. history had started to impress 
investors. 

Many questions are asked as a result 
of the upward turn in the market for 
securities. One is why stocks have not 
moved in company with the boom to 
date. Another is why stock prices sudden- 
ly spurted upward. Still another is wheth- 
er the recent move is the start of a longer 
period of rise. It is not possible to give 
definite answers but facts that sometimes 
have a bearing on actions of markets can 
be reported, however. 

Stock prices, on an average, rose 
about 18 per cent in 10 weeks, with part 
of this rise occurring in a spurt of ac- 
tivity that started May 17. This spurt 
occurred when the average price of shares 
in industrial corporations broke through 
the 1947 high of those stocks after rail- 
road shares had done the same thing. 
Under the Dow theory, which influences 


many investors, a combination of this 
kind signals a bull market. 
Before the recent spurt in stock- 


market prices, the average price of 402 
stocks during the first quarter of 1948 had 
been 16.9 per cent above the average 
price of the years 1935-39. Stocks at 
this level were priced lower on an aver- 
age than at any time since the war. They 
were priced about the same as the aver- 
age for 1936 and 1937, but were above 
the levels of other years in the 1930s. 
After the recent spurt, prices had risen 
to a level 34 per cent above the 1935-39 
average. This compares with a peak of 
55.7 per cent in 1946 and compares with 
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a level in 1929 that was 100 per cent 
above the 1935-39 average. 

The turn upward in the stock market 
came after a long period in the doldrums. 
It appears that in this period, when the 
boom was rolling along in business gen- 
erally, investors were worried by a num- 
ber of things. There was fear that the 
boom might be about to bust. War scares 
were a constant irritant. Taxes were high, 
and there was doubt about whether they 
could be reduced in face of a White 
House veto. Corporations, while earning 
large profits, found it necessary to retain 
an unusual proportion of those earnings 





QUOTATION WATCHERS 
... after 18 months—investors were impressed 


for reinvestment, so that stockholders did 
not share fully in the larger earnings. 

Then several things occurred to change 
the picture. Taxes were reduced sub- 
stantially for married persons. Tax reduc- 
tion meant that dividend income was 
more attractive because taxes took away 
a smaller proportion of that income. Divi- 
dends themselves were in a rising trend. 
War scares subsided. Billions in aid were 
voted for Europe. Other billions were 
assured for rearmament plans. Tax re- 
duction, plus foreign aid, plus rearma- 
ment, spelled more boom in business. 

The rise in price of common stocks 
followed these developments. That rise 
can be placed against a background of 
profits and of dividends to give a measure 
of its extent. 


Profits after taxes, for corporations x 
a whole, are running at a rate more thay 
five times that of the prewar 1935.3 
average. Profit totals are more than doy. 
ble 1929, about double the rate of wa 
years and about four times 1937, whic 
was regarded as a good year. Profit 
however, are inflated by inventory profit 
and their permanence is in question, 

Dividend payments by corporation 
at this time are about double the prew 
rate of dividends. This is on the basi 
of total payments. Dividends per shar 
of stock, on an average, appear not t 
have risen to the full extent of the ris 


—Black Star 


in over-all dividend payments, but th 
difference is not great. 

Prices of common stocks, on the othe! 
hand, are little more than one-third hight! 
than the prewar average. 

What this means is that profits alte 
taxes have risen faster and further thi 
dividend payments and _ that prices 0 
common stocks have not risen to tt 
same extent that dividends have 1s 
If stocks should adjust themselves to ps 
relationship to dividend payments, # 
upward adjustment from the _ preset 
would be involved. 

Or, to look at it from another angle: 

Bonds, on an average, in 1929 yield 
5.2 per cent. This yield fell gradually ® 
interest rates declined until bonds ! 
1947 returned an average yield unde!’ 
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per cent. The yield of corporation bonds, 

at present, is slightly above 3 per cent. 

Stocks, on an average, yielded 3.5 
yer cent return in 1929. The average 
vield for 200 corporation stocks rose 
gradually after 1929. It held in a range 
near 4.5 per cent during the 1930s. Now 
the yield is around 5.6 per cent for com- 
mon stocks, on an average. 

On this basis, common stocks might 

have more appeal than bonds because 
the average yield is substantially greater. 
For many individual stocks the yield is 
oreater than the average. 
” These factors apparently have played 
their part in the recent trend upward in 
the price of common stocks. Investors, 
who were fearful of a setback in business 
or of early war, now show signs of being 
less fearful. Some investors, too, who 
held back from buying common stocks 
when they were considerably cheaper 
than at present, moved in to buy stocks 
at a higher price when the stock-market 
averages had indicated, on the basis of 
theory, that a bear market had turned 
into a bull market. 

A bull market, a market that is ris- 
ing, would be involved if the prices of 
common stocks should start to adjust 
themselves to the present level of divi- 
dend payments. The market would need 
to rise substantially to restore the rela- 
tionship between dividends and prices of 
common stocks that often in the past has 
been considered normal. 

The stock market, however, can be 
fickle. That market for nearly two years 
refused to recognize the boom in business 
and in profits. Prices of common stocks 
moved down, or fluctuated narrowly in 
price, at a time when both profits and 
dividends were moving sharply higher. 
Now stock-market prices have moved up 
at a time when the boom itself is older. 

Dangers that any bull market may face 
in the period ahead are several. 

Taxes, reduced on 1948 income of 
individuals, might be raised on 1949 
income of corporations if arms costs and 
foreign aid unbalance the budget. 

Rearmament, starting out in a big 
way on paper, could be trimmed down 
if a basis is found for peace. A cut in 
armament spending might check the 
boom. 

Dollars of aid for Europe may not flow 
out as rapidly as planned. 

Even so, the boom in U. S. is running 
strong at this time, with all signs sug- 
gesting that the boom will continue dur- 
ing 1948 and into 1949. What happens 
after that depends upon many factors 
that cannot now be foreseen. The price 
level of common stocks usually is sensi- 
tive to the outlook for earnings and for 
dividend payments. Any appraisal of the 
trend ahead needs to be related to the 
prospect for earnings and for dividends. 
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Mysteries of American Policy 
Shifts Over Palestine, Russia and the U.N 


The twists and turns of U. S. 
foreign policy are causing a num- 
ber of paradoxes. 

In Palestine, this country is 
backing the new state of Israel, 
while Britain helps the Arabs. 

Russia, once tough, is talking 
softly. U.S., once gentle, has 
become tough. 

Reversals of the U.S. course 
are frequent. But one policy is 
consistently pushed: the ‘‘cold 
war’ against Communism. 


Trial-and-error methods of fashion- 
ing U.S. foreign policy are leading to 
strange and interesting situations. 

The United States, for example, is 
backing the new state of Israel, while 
Britain—close friend and ally of the U.S. 
—is giving help to the Arab enemies of 
the new state. At the same time, while 
Britain is supplying arms and military 
advice to the Arabs, this country is bar- 
ring sale of arms to both sides. 

Premier Stalin of Russia is conducting 
a peace offensive through public state- 
ments, such as the one commenting on 
the open letter of Henry Wallace. Secre- 
tary of State George C. Marshall is sternly 
replying through the official releases of his 
Department. The Russians, who were 
being tough, now are trying peace. U. S. 
policy makers, who once tried to be 
peaceful, have become tough. 

All through the top ranks of the U. S. 
planners, there is a strange shifting. One 
day they try to cover up peace moves by 
Russia. Another day they make a gesture 
interpreted by Russia as an invitation to 
peace talks, then become alarmed when 
the supposed invitation is “accepted.” 
Later, on a Sunday evening, a special 
press conference is hurriedly called to 
announce that an American sergeant has 
been seduced bv a Russian woman, 

These paradoxes are causing many 
questions to be raised, not only by 
Americans, but by officials of foreign 
nations. They are asking: What does it 
all add up to? What is U.S. foreign 
policy? Who is making it? Where does 
it lead? 

Reversals and shifts that have 
brought about confusion as to where the 
U.S. stands include these: 


20 


Palestine was to be divided into two 
separate nations—one Arab and one Jew- 
ish—under a plan pushed through the 
United Nations General Assembly by the 
United States late in 1947. Later, the 
U.S. retreated from that position, came 
out for putting Palestine under a trustee- 
ship, and last March led the way in 
calling a special session of the General 
Assembly to deal with the new proposal. 

Then, a few days ago, while the As- 
sembly was still considering the second 
proposal, the U. S. Government suddenly 
went back to its original position by an- 
nouncing recognition of the state of Israel 
that had just come into existence. The 
announcement, made in Washington, 
caused general bewilderment among the 


Assembly delegates at New York. Even. 


the U.S. delegation was taken by sur- 
prise. The special session adjourned. Now 
the U. S. is seeking action in the Security 
Council to stop the Arab-Jewish war. 
Support of the United Nations was 
declared repeatedly to be a cornerstone 
of U. S. policy, in the first two years after 
the end of World War II. But this country 
by-passed the United Nations when the 
Greek-Turkish aid program was launched 
a year ago. The U.N. was by-passed 
again when the Marshall Plan for Euro- 
pean recovery was launched last July. 
At that time, Russia’s Foreign Minister 
V. M. Molotov urged that the plan be 
handled through the Economic Commis- 
sion for Europe—a United Nations agency 


















bases were, i x 


already set up. The U.S. refused and 
Russia resorted to an all-out propagand, 
campaign against the Marshall Plan. Now. 
however, when Russia is proposing two. 
way peace talks with the United States 
she is being told that she must deal onh 
through the United Nations. 

Germany, under the Potsdam Agree. 
ment, was to be demilitarized, denaz. 
fied, and deindustrialized, and was t 
pay heavy reparations in the form of 
plants and machinery. This policy was 
reversed later by the United States, [p. 
dustries of Western Germany, instead of 
being dismantled, were to be restored as 
an aid to the European Recovery Pro. 
gram. German cartels, instead of being 
broken up, were retained. Trials of Nazis 
were ended. 

Even the efforts to restore German 
now have gone into slow motion, hov. 
ever. Plans to merge the three Westen 
zones of Germany have run into French 
opposition. Issuance of a new currency, 
expected months ago, has been delayed. 
Germany's future remains a question 
mark, . 

Japan, like Germany, was to be te 
duced to impotence after the war. He 
military strength was to be wiped out 
and she was to be compelled to pa 
reparations to China and other countries 
she had hurt. Now, all that is being 
changed. The new policy is to rely o 
Japan rather than China as the futur 
ally of the U.S. in Asia. An appropriation 
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—Summers in Buffalo Evening News 


‘GROPING IN THE FOG’ 


—Talburt in Washington Daily News 


‘BUT IS IT ART?’ 
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of $220,000,000 is to be sought trom 
Congress for the rebuilding of Japan’s 
industries. Reparations are not being 
pushed. 

China is being treated to a reversal 
of a different kind. Mr. Marshall, as spe- 
cial ambassador, spent a year in China 
trying to form a coalition government of 
Nationalists and Communists. But the 
United States has swung now to a policy 
of definitely helping the Nationalists in 
the civil war against the Communists. 
President Truman says that his Adminis- 
tration never did want the Communists 
to have any part in the Chinese Govern- 
ment. 

Other recent shifts have affected U. S. 
policy toward Argentina, Spain, Korea 
and Trieste. It is the increasing number 
of reversals and seeming contradictions 
in the course followed by the United 
States that has led people to ask what 
really is happening. 

One main goal, however, is consist- 
ently kept in mind by U.S. officials, as 
each new situation comes up. That is the 
aim of containing Russia and stopping 
the spread of Communism. Fear of Russia 
caused the United States to back away 
from partition of Palestine. Then the 
fear that Russia would be first to recog- 
nize the new state of Israel caused the 
hasty U. S. announcement of recognition. 

Opposition to Russia has caused the 
reversals on Trieste, Japan, China and 
Germany. Also, it is the main reason for 
the shifts on Argentina, Spain and Korea. 
It explains why this country picks and 
chooses what things it will or will not lay 
before the United Nations. 

The reluctance to talk with Russia 
comes partly from a feeling that, despite 
recent successes, the West still is too 
weak to bargain successfully. Until mili- 








—Cargill in Bradford Era 


‘AND NOAH SENT FORTH A DOVE’ 
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tary preparedness and the ERP are fur- 
ther along, the President and his advisers 
are said to be opposed to any easing up 
in the cold war. 

Confusion arises from the fact that 
several individuals and groups share the 
job of applying this general policy. Some- 
times the plans for actions are mapped 
out by career men in the State Depart- 
ment in collaboration with the military, 
and are approved by Secretary Marshall 
without change. This was true of the 
Greek-Turkish aid plan. But sometimes 
President Truman intervenes, as when 
the U.S. came out for partition of 
Palestine last autumn ahd again when this 
country suddenly recognized the new 
state of Israel a few days ago. 

Sometimes the military point of view is 
dominant, as when the United States 
backed away from partition last March. 
On the other hand, differing opinions of 
the various generals or former generals 
operating in the foreign-relations field 
sometimes cause contradictions or delays. 
Occasionally, the attitude of Republican 
leaders in Congress is controlling. This 
was the main factor in the reversal on 
China. 

The result of these various pressures 
and points of view is that U.S. foreign 
policy, as applied, is regarded by foreign 
diplomats as something of a jigsaw 
puzzle. They frequently are amazed at 
the pieces the U.S. brings forward, and 
they sometimes are baffled to know what 
piece is to be fitted into the picture next. 
Most of all, they are puzzled as to where 
the U.S. policy ultimately leads. 

To give clear answers to the questions 
being raised is the job that many leaders 
abroad, as well as members of Congress, 
now are urging the President and Secre- 
tary Marshall to undertake. 














Herbiock in Washington Post 


‘THE VOICE OF THE TURTLE’ 
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—Bishop in St Louis Star-Times 


‘IS IT SAFE, BOYS?’ 
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ISRAEL’S NEXT BIG STRUGGLE 


Reported from TEL AVIV, WASHINGTON and LONDON 


War with Arabs is draining 
the cash out of Jewish Palestine. 
Israel, if it wins, has to raise more 
than $1,000,000,000 in the next 
four years. 

Peacetime plans call for new 
industries, more farming, ex- 
panded trade to support 400,000 
new settlers after the war. 

U. S. is counted on for $750,- 
000,000 in private gifts, invest- 
ments, Government loans. 


The new state of Israel is heading 
into economic problems that go be- 
yond the Jewish-Arab war. The ques- 
tion is how the Jewish state, set up in 
the midst of war, can keep going into 
the peace. 

War, fighting part of the Jewish strug- 
gle for survival, is leaving the Jews in 
possession of the best part of their state. 
Arab armies are overrunning the desert in 
Southern Israel and are taking outlying 
settlements in Northern Israel. Jerusalem, 
not earmarked for Israel in the United 
Nations plan for partition, has become 
a battleground. But the Israeli Army, 
backed up by Israel’s war industry, is 
holding the richest part of Palestine. 

A long war could exhaust Israel and 
bring collapse of the Jewish state. But 
Arabs also lack staying power for a long 
war. Chances are that a truce, in the 
end, will find Israel pretty much intact. 

Peace, when it comes, will leave 
Israel up against the problem of raising 
$1,125,000,000 in the next four years 
The accompanying chart shows where the 
money is to go. But only 20 per cent of 
the total needed can be raised in Israel. 
To get the rest, most of it from U.S. 
sources, the Government of Israel is mak- 
ing an inventory of the country’s peace- 
time needs. This is the outlook: 

Israel’s resources at home are 
drawn from an area about half the size 
of Vermont and containing about 1,000,- 
000 people. About 700,000 are Jews and 
300,000 are Arabs. Israel’s territory is 
almost cut in two by Arab lands, but, in 
the division of Palestine by force, the 
Israeli troops are clinging to the best part. 

Money crop of Palestine—citrus fruits 
—comes mainly from groves within Is- 
rael’s borders. Fruit now on the trees is 
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sufficient for exports of 13,000,000 cases 
in the 1948-49 season as compared to 
10,000,000 cases exported from Palestine 
last season. In addition, Israel produces 
olive oil and wine for export. 

Industry of Palestine, almost all of 
which was started by Jewish capital in 
the last 20 years, is concentrated in Israel. 
About 60 per cent of the country’s fac- 
tories are located around Tel Aviv. Much 
of the remaining industry is at Haifa, 
main port of the Jewish state. 

Israel’s industrial plant, which ex- 
panded rapidly during World War II, 
now supplies the country with many of 
the goods that before the war were im- 
ported from Europe. In addition, most 
export industries in the Jewish portion 
of Palestine are designed for quick con- 
version to follow world price changes, 
Just after the war, for example, Jewish 
manufacturers took advantage of supplies 
of cocoa in Palestine to make chocolate 
and sell it to Switzerland, which lacked 
cocoa. Pharmaceutical and chemical in- 
dustries in Palestine nearly tripled their 
output at the war’s end, capturing much 
of Germany’s prewar trade in Latin 
America. Textile production has soared, 
taking over Middle Eastern markets once 
supplied by Europe. 


Transport, although still inadequay 
for the country’s needs, is far better along 
the coastal strip of Israel than in th 
hilly Arab area of Palestine. Main yards 
of Palestine’s railways, containing vir. 
ally all the rolling stock in the county 
are located in Israel. Paved roads conneg 
the principal cities of Israel; all of Pale. 
tine’s major ports are in Jewish control, 

Power for industry and transport j 
one of the major worries for the pey 
state. Most power for Israel is generated 
by liquid fuel from the refinery at Haifa 
terminus of the oil pipe line from Inq 
Source of the oil is an Arab country, anj 
the pipe lines run mainly through Ara) 
lands. Refinery production has halted and 
fuel is short throughout Israel. Wate 
power, generated in the Jordan Valley, i 
carried by power lines through Arb 
territory to reach Israel’s factories, Al 
coal must be imported at high cost. 

Israel’s earnings, despite the favo. 
able outlook for farm and factory exports 
in peacetime, will not be sufficient t 
cover even half of the country’s purchases 
in war or in peace. Figures for the whok 
of Palestine’s trade tell the story. Totd 
imports for Palestine in 1947 were valued 
at $360,000,000, while total exports were 
only $112,000,000. In addition, nation 











wa 20% put up by Israel... 









we, From Europe 


immigration 





These Funds Would Be Used to Build \) 


-S- —S- 





Irrigation 


Building 
Equipment 


Construction 




















YW 


inc 
cos' 
[ 
tom 
T 
ly i 
ing 
exp 
set | 
to I 
plar 
erm 
Nor’ 
to h 
tion: 
titio! 
W 
Israe 
ble, 
abro 
debt 
Gi 
apart 
grati 
tine. 
ment 
$75, ( 
for p 
of th 
ish ru 
80 p 
Israe’ 
other 
De 
tling 
Euroy 
years, 
total | 
try of 






Domestic Indusiries FExpc 


U. S. NEWS & WORLD REPOMEE May 95 












lequate 
T along 
in the 
n yards 
Z virtu- 
‘Ountry 
connect 
f Pales. 
control, 
sport is 
he new 
nerated 
t Haifa, 
m Iraq 
try, and 
th Arab 
Ited and 
. Water F 
‘alley, is 
th Arab 
ries, Al 
st. 

re favor. 
/ exports 
icient to 
purchases 
he whole 
ry. Total 
e valued 
orts were 
nationd 





Y.8. News & World Report 





income has been inadequate to meet the 
cost of living in Palestine. 

Deficit financing, thus, is at the bot- 
tom of Israel's troubles. 

Through the war, Israel will run heavi- 
ly into the red, with no chance of stabiliz- 
ing national finances. But Israel’s leaders 
expect the war to be short. The Army is 
set to defend all of the territory assigned 
to Israel by the United Nations partition 
plan except desert settlements in South- 
ern Palestine and outlying colonies in 
Northern Galilee. Jerusalem, which was 
to have been turned over to an interna- 
tional administration, lies outside the par- 
tition borders of the new Jewish state. 

Wartime debts, when peace comes to 
Israel, are to be paid off, as far as possi- 
ble, by public subscriptions at home and 
abroad. The rest will be funded as state 
debts. 

Government financing will be cut 
apart from the major problems of immi- 
gration and capital investment in Pales- 
tine. Plan is to operate Israel’s Govern- 
ment on an annual budget of about 
$75,000,000, one third of which is to go 
for police and the armed forces. Income 
of the Palestine Government under Brit- 
ish rule was about $96,000,000 and about 
80 per cent of that money came from 
Israel’s territory in taxes, customs and 
other revenue. 

Development program calls for set- 
tlng 400,000 Jewish immigrants from 
Europe ‘in Israel during the next four 
years. Transport and settlement costs will 
total $300,000,000. To enable the coun- 
try of 1,000,000 to absorb so many new- 
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THE IMMIGRANTS . 
The cost—$300,000,000 


comers, Israel plans to put $950,000,000 
into developing the country. Most of the 
capital will be invested in industrial ex- 
pansion. 

Average cost of absorbing each immi- 
grant into Palestine’s economy, after 
transport and settlement care averaging 
$750 per person, comes to $2,375 in 
capital investment. Railways will be mod- 
ernized, roads built, ports improved and 
industrial power production increased. 
Need for housing, now set at 200,000 
rooms, will increase with immigration. 
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The cash crop—fruits 


Israel itself can raise only $250,000,- 
000 for the $1,250,000,000 program from 
new and old savings of its citizens inside 
the country and abroad. Private investors 
abroad are expected to raise $200,000,- 
000 more. Contributors outside Israel will 
be asked for $300,000,000 over the four- 
year period. To meet the rest of the 
deficit, $500,000,000, Israel will seek 
loans from the Export-Import Bank, the 
World Bank or from the U.S. Govern- 
ment through a loan approved by Con- 
gress. 

U. S. share of the money raised outside 
Israel for the development program is 
scheduled to be about $750,000,000 in 
private contributions and investments and 
in Government loans and credits, direct 
or through the banks. In the last 34 years, 
American contributions to Jewish Pales- 
tine, exclusive of gifts to individuals, have 
totaled about $450,000,000 while U. S. 
investors have put at least $250,000,000 
more into the country. 

Way out of the economic troubles 
facing an independent Israel thus de- 
pends on U. S. aid. 

U.S. dollars, which, by financing im- 
migration and development, were largely 
responsible for giving Israel its claim to 
independence, now are to be utilized for 
the bigger job of keeping Israel afloat 
in war and peace. 

Self-support for Israel is not in sight 
now, or in the immediate future. After 
the completion of the four-year plan, 
which will raise the country’s population 
to 1,400,000, Israel’s leaders plan addi- 
tional expansion to accommodate a total 
population of 2,000,000. Aim after that 
goal is reached is to make the Jewish 
state ultimately capable of self-defense 
and _ self-support. 
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China’s Waste of U.S.-Trained Troops 


Modern armies that the United 
States built up for China have 
been wiped out in two years. 
Facts now brought to light show 
what happened: 

Chinese generals broke up 
“Americanized” divisions, _ let 
supply lines get snarled, turned 
U.S. weapons over to green 
troops. 

High-cost venture in military 
aid turns out to be a waste, has 
not made a dent in the war 
against Chinese Communists. 


It is possible now to report what 
has become of the Chinese armies 
trained and equipped by the United 
States at a cost of hundreds of millions 
of dollars. 

Two years ago, Generalissimo Chiang 
Kai-shek had 39 crack divisions, set up 
and armed by the U. S. in one of the most 
thorough military ventures ever under- 
taken by Americans abroad. U. S. officers 
down to the grade of sergeant trained the 





Reported from NANKING 


Chinese, directed their supply system and 
did everything except actually lead the 
men into combat. Now hardly a trace of 
these divisions remains. 

Seventy per cent of the troops have 
been lost, thousands of them killed. 

Much of their American equipment is 
gone, too. A big share of it has passed into 
the hands of the Communists the troops 
were trained to fight. Captured American 
weapons now form a substantial part of 
Communist equipment 

What has happened to _ these 
picked troops. can be pieced together 
from interviews here with Chinese offi- 
cials and American experts preparing a 
new $125,000,000 military-aid program 
for Nationalist China. In the opinion of 
official observers, corruption and Nation- 


alist Army politics did much to destroy 


the effectiveness of the “Americanized” 
Chinese fighters. But the big trouble was 
the inability to fit modern fighting units 
into an archaic military system. 
Originally, the 39 divisions were or- 
ganized into 13 Chinese armies of three 
divisions each. But as soon as the Ameri- 
can officers were withdrawn, and before 
the troops went into action, all except 
three of the armies were reorganized. 
More than half the American-trained 


divisions were broken up. 
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A LESSON IN TACTICS 
...an archaic system defied even an American sergeant 
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The troops were scattered through the 
whole Nationalist war machine and swal. 
lowed up in poorly trained and poorly 
led regular divisions of the Nationalist 
armies. Quickly they lost all they hag 
gained in United States training and 
equipment. 

Chinese commanders complained that 
American standards were too high for 
the Chinese armies. U.S. arms were re. 
distributed. Where the U.S. had pro. 
vided every man with a gun, the Chinese 
commanders—with more men than arms 
—parceled out the weapons at the rate 
of one gun to three or five men. Experts 
on the ground say that the demoraliza 
tion common among ordinary Chines 
troops soon engulfed the divisions trained 
by the U.S. 

Three armies, made up of nine of 
the best “Americanized” divisions. went 
into action intact. All three—the New 
First, New Sixth and the 74th—have been 
shattered or destroyed during the las 
year. 

The 74th Army was all but wiped out 
a year ago as a result of poor military in- 
telligence and bad leadership. The Am; 
was sent to attack a point where the Com 
munist headquarters was supposed to bi 
located. The information was erroneous 
and the 74th marched into a Communist 
trap. When the Communists attacked 
the commander of the 74th led his troops 
into nearby hills under cover of night and 
ordered them to dig in. Too late they dis 
covered the hills were so rocky they could 
not dig defensive emplacements. 

Next morning the Communist artillen 
opened up on the exposed Nationalists 
According to neutral military obser: 
ers, 12,000 American-trained Nationalist 
troops were killed in a matter of hours 
Only a few thousand escaped death ot 
capture. The 74th Army’s American ams 
and equipment were seized by the Com: 
munists. 

The New First Army, the best-trained 
and equipped Army the Nationalists had 
was a victim of military politics, in th 
opinion of experts in China. The Ne’ 
First was commanded by Gen. Sun Li-et 
graduate of the Virginia Military Institut 
and intensely pro-American. Sun led the 
New First in the Burma campaign ane 
took it to Manchuria to fight against the 
Chinese Communists early in 1946. 

The fact that General Sun was not é 
member of the Whangpoa military clique 
that rules most Nationalist forces got hi 
into trouble with Gen. Tu Yi-ming, 
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area commander. General Tu ordered the 
crack Army broken up into small units 
to guard towns, bridges and_ railroad 
strong points. As a result, the Commu- 
nists were able to pick off the guard units. 
one by one. 

The New First also found it could not 
get replacements of American arms in- 
tended for it. The weapons it needed 
desperately were distributed by the area 
commander to other Chinese armies which 
had not received American training. 
These ordinary Chinese soldiers didn’t 
know how to use United States equip- 
ment, consequently its effectiveness was 
lost. 

The New Sixth Army was seriously 
hampered by poor intelligence, as was 
the New First. The “Americanized” 
troops were natives of South China and 
were regarded as foreigners by the local 
people in Manchuria. Inhabitants, bitte: 
at what they regarded as another in 
vasion of their homeland, refused to co- 
operate with the New Sixth. As a result, 
the Army had trouble getting informa- 
tion concerning the strength and the 
movement of the Communist force it was 
'pposing. 

Other troubles beset the New First 
and New Sixth armies, which wound up 
’s about the only intact units out of the 
thousands of Chinese soldiers the Ameri- 
cans schooled and equipped for the war 
igainst the Communists. 

The Nationalists put off calling up 
local man power for Army service, with 
the result that thousands of the “Ameri- 
canized” troops were immobilized in gar- 
"son towns and strategic strong points. 
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The Communists, on the other hand, gen- 
erally organize the local inhabitants as 
soon as they occupy an area, freeing the 
regular Red Army troops for offensive 
operations. 

The failure of the Nationalists to main- 
tain the supply system set up by the U. S. 
forced the New First and New Sixth to 
live off the land. In addition, the two 
armies were almost paralyzed for want 
of arms, equipment and other essential 
supplies. Trying to fit the “Americanized” 
armies into China’s outmoded military 
organization without an adequate supply 
service finally proved disastrous. The 
Communists, moreover, cut Nationalist 
communications so often that the Man- 
churian armies were isolated for months 
at the end of an exceptionally long supply 
line. 

Lack of a central training and replace- 
ment system also contributed to the de- 
struction of the American-trained and 
equipped divisions. During the Man- 
churian campaigns, when the “American- 
ized” armies suffered losses, they received 
untrained or poorly trained recruits as 
replacements. With inferior troops con- 
stantly being infused into their ranks, the 
quality of the New First and New Sixth 
armies progressively deteriorated. 

The two armies finally became com- 
pletely demoralized. They were kept in 
combat, without rest or relief, for two 
years. Most of the time they were inade- 
quately supplied and practically all of the 
time they were fighting a losing war. 

The “Americanized” troops, men from 
South China, were unaccustomed and 
unprepared for the bitter Manchurian 
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SCHOOL FOR SOLDIERS: INSTRUCTOR, AMERICAN; WEAPONS, AMERICAN; STUDENTS, CHINESE NATIONALISTS 
... U.S. training and equipment were no match for dead weight, inertia, ineptness, corruption 


winters. Twenty-five to 35 per cent of the 
soldiers perished or were immobilized as 
a result of the cold. Minor wounds often 
resulted in amputations or death because 
of inadequate medical facilities. 

In the end, American training and 
American equipment were unable to 
withstand the dead weight or inertia, in- 
eptness and, in some cases, corruption 
within the Chinese military. Remnants of 
the New First and New Sixth armies have 
been split up and reorganized into new 
armies. But they have lost their American 
equipment and hardly a trace of their 
American training remains. 

The etforts of U.S. experts to advise 
Generalissimo Chiang Kai-shek in connec- 
tion with a proposed streamlining of his 
military organization have, for the most 
part, met with little success. For two 
years the American Army Advisory Group 
has worked in Nanking and in Chinese 
Army training centers established under 
U.S. guidance. But, as one American offi- 
cer puts it, “It is obvious from the way 
the war has gone that our work has had 
no tangible effect on the course of the 
fighting in the civil war.” 

An infantry training center now is oper- 
ating in Formosa. Thirty American off- 
cers are assisting the Chinese in the proj- 
ect. Only one division is under training 
there now, but more troops are expected 
to enter soon. 

However, many of the Americans are 
skeptical of the outcome because of the 
history of the 39 U. S.-trained and U. S.- 
equipped divisions that have all but van- 
ished after two years of Nationalist de- 
feats. 
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SPEED-UP IN FRENCH REVIVAL 


Recovery is getting started in 
France. Industry is booming. 
Crops look good. Living costs are 
beginning to turn down. 

Problem now is to keep a lid 
on inflation through the summer. 

Dollar aid from the U. S. will 
help. But pressures for higher 
wages, another price rise threaten 
the gains made so far. 


Definite signs of recovery are show- 
ing in France. Production is rising. 
Prices, at least for the moment, are 
stable. Strikes are few. Wage demands 
are not an immediate threat to 
stability. 

Optimism over the 1948 outlook for 
France is fed by two factors. One is the 
assurance of about $1,500,000,000 in 
aid from the U.S., largely food and 
clothing but with some raw materials 
and machinery included as well. The 
second is the prospect of a good wheat 
crop. The harvest is approaching, and 
with the grain France will be able to 
increase the bread ration. 

Danger still exists for France, how- 
ever, even in the face of optimism. The 
danger still is that of uncontrolled in- 
flation. The present stability is an un- 
easy one, resting upon self-restraint of 
workers. A new round of wage and price 
increases could bring back many of the 
strains and dislocations of the past. 

The over-all picture definitely is 
one of improvement, with odds favoring 
continued recovery on an_ impressive 
scale during the rest of this year. 

Production in France is higher now 
than in prewar 1938, French industry 
is turning out about 17 per cent more 
goods than before the war. Steel produc- 
tion is that much higher than in 1938. 
The automobile industry, centering on 
production of tractors and trucks, is pro- 
ducing five times as many tractors and 
twice as many trucks as before the war. 
Output of passenger cars, however, is 
being held to half the 1938 total. 

Power production is high and rising. 
Electric power is being generated at a 
rate nearly 40 per cent above prewar, 
with new hydroelectric plants due to 
come into production this year. Coal is 
becoming more plentiful. Imports of coal 
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from Germany, Poland and Britain are 
increasing. France’s own coal production 
now is 11 per cent greater than in 1938. 
And additional shipments from the U. S. 
are assured by the Marshall Plan. In- 
creased power is sparking recovery in all 
of France’s major industries. 

Agriculture, too, is having a good 
year. The wheat harvest promises to total 
6,500,000 tons, not quite enough to meet 
total French needs but a big improve- 
ment over last year’s crop of 3,300,000 
tons. With more goods available, French 
farmers will be in a mood to exchange 
their grain for goods. Since the war, until 
now, farmers have tended to hold their 
grain or to feed it to livestock that moved 
into the black market. 

There is a definite feeling of vitality in 
French industry, trade and agriculture. 

Prices and wages, however, hold 
the key to whether this vitality is en- 
couraged, or whether a new wave of in- 
flation will cause it to dissipate. If infla- 
tion should take an aggressive hold again, 
both economic and political strains would 
develop quickly. 


The price level in France, after rising 
to 15 times its 1938 average, has leveled 
off and, in March and April, even de. 
clined slightly. The cost of living fej 
2% per cent between February 8 ang 
April 2. Moderate price cuts were ap. 
nounced April 1 on a rather broad lis 
of household and agricultural items. po; 
including food. 

Wages, temporarily, are stabilized as 
well, and may be held steady for some 
time if the cost of living does not go up 
again. No big strikes for higher wages are 
in progress now. 

Government finance is in improved 
shape. Last year the French Government 
spent the equivalent of about $1,900, 
000,000 more than it took in. This yea 


. the deficit is to be whittled down t 


$1,120,000,000. As a result of U.S. aid, 
however, the French Government may 
even be able to wipe out that deficit and 
balance the budget for the first time in 
years. With the goods given by the U.§ 
through the aid programs, the French 
Government gets francs out of the 
pockets of its people to balance the 
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. INDEX OF RECOVERY 
« » « pleasure cars are curtailed to boost truck, tractor output 
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budget. It sells American food and other 
items for francs, but does not have to 
pay the U. S. for these supplies. 

French trade with other countries also 
is to be financed by U.S. aid. Until re- 
covery is well under way, France is 
forced to import much more than it can 
export. The European Recovery Program 
now is to provide France with dollars to 
buv needed goods that cannot be bought 
for francs. 

The franc, which was sinking rapidly 
at the turn of the year, is recovering 
somewhat. Early this year, it took 390 
francs to buy an American dollar on the 
Paris black market. The rate is down to 
355 now. 

The amount of money in circulation 
finally is shrinking, not expanding. The 
French Government has stopped, for the 
time being, resorting to the printing press 
to pay its bills. The amount of money in 
circulation dropped by almost 3 per cent 
in March and the first half of April. It 
had already been whittled down some- 
what by the calling in of all 5,000-franc 
notes. 

In the long run, France’s chances 
for real recovery are good. The country 
has a well-balanced combination of 
industry and agriculture. It raises more 
of its own food than do most other 
European countries. Normally, France 
is nearly self-sufficient in food and has 
little trouble exporting enough manu- 
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factured goods to pay for the small 
quantities of food it has to import. As 


general recovery in Europe progresses, 


commerce between France and its neigh- 
bors should pick up again, making it 
possible for the country to balance its 
trade again. 

Short-run dangers, however, still 
can upset plans, and fan the smoldering 
inflation into flame again. Such a devel- 
opment might set French recovery back 
another year or more and add millions 
to the cost of European recovery gen- 
erally. i 

New strikes already are being threat- 
ened by the Communist-led General 
Confederation of Labor (CGT), which 
controls many of France’s unions. The 
executive bureau of CGT is asking for a 
20 per cent increase in wages and work- 
men’s benefits and a lowering of prices 
through closer Government controls. 

An outbreak of strikes at this stage 
could turn out to be a double-edged 
sword against French recovery. Work 
stoppages now would cut deeply into in- 
dustrial production, eventually making 
goods scarcer. In addition, they proba- 
bly would force wage increases. That 
would mean more money available to 
buy fewer goods. The result of both 
would be renewed inflation, more scarcity. 

Extra military expenses also could 
upset the country’s economic balance be- 
fore recovery gets on a solid footing. The 


‘Industrial Recovery 


need for such spending might develop 
out of possible new troubles in the co- 
lonial empire or out of commitments aris- 
ing from the recent defense pact with 
Britain, Belgium, the Netherlands and 
Luxembourg. France now is spending at 
the rate of $1,000,000,000 a year for de- 
fense, 20 per cent more than in 1947. 

Bad weather—hail, drought or floods 
—still can change the bumper harvests 
expected into below-average crops. If 
that should happen, food prices will stay 
high. 

Excessive plant expansion, straining 
the country’s scarce supplies of raw ma- 
terials, equipment and man power, also 
could’ touch off inflation again. Policy 
now is to try to limit such expansion to 
enterprises that will add quickly to the 
country’s production, 

Critical period will last until late 
summer. If the French can hold their 
economy steady until the new harvest 
and Marshall Plan shipments start com- 
ing in, they will have a good foothold 
for the rest of the climb to recovery. 
As dependence on imported food is less- 
ened, more of the available dollars can 
be spent for actual recovery supplies— 
raw materials and machinery for indus- 
try. As industry gets into full swing, a 
torrent of manufactured goods should 
flood into the market, again lowering 
prices. Thus, recovery in France can 
snowball, once inflation is whipped. 


ie 


In Postwar France 
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Troubles for U.S. Firms: 
Tightening of Peron Rule 


Recorted from 


Juan D. Perén is tightening his 
hold on Argentine business. It 
means new worries for U. S. firms 
and investors. 

War powers, now shaping, 
will give President Peron the right 
to seize plants and materials, 
draft labor, put all private prop- 
erty to work for the Government. 

Troubles for outsiders are like- 
ly to grow with new law. 


Hazards and obstacles keep piling 
up for private capital that tries to do 
business in Argentina. President Juan 
D. Peron is making it so hard for busi- 
ness firms to operate that some U.S. 
companies are in constant fear of hav- 
ing to close their Argentine branches. 

A new difficulty now is taking shape. 
Mr. Peron is seeking power to seize pri- 
vate properties, both domestic and for- 
eign owned, at any time he decides to 
decree a state of serious emergency. 

War mobilization is the purpose given 
by Mr. Peron for his new move io get 
more powers. He has asked Congress to 
pass a law making him a virtual dictator 
in case of war or serious en:ergency. Al- 
though it calls for a more sweeping grant 
ot authority than he has previously ob- 
tained, the bill is being handled without 
publicity, Passage seems assured, 

Loss of properties is the most seri- 
ous danger private companies will face 
after this bill becomes law, but the meas- 
ure contains other seeds of trouble. 

Government seizure can apply to 
properties of all kinds except those pro- 
tected by diplomatic immunity or special 
laws. The Government can use plants, 
workshops or equipment, wholly or in 
part. Or it can demand part or all of the 
productive capacity of an establishment 
without actually taking possession. 

“Just indemnity” is to be allowed for 
properties seized or used, but no guaran- 
tee is given as to the nature, extent and 
promptness of payment. 

Patents, licenses, concessions, fran- 
chises, permits and inventions also can 
be taken over by the Government. 

Corporations, labor unions and asso- 
ciations of every kind can be required, 
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under the bill, to serve the Government. 

These powers are to be exercised after 
the President declares a state of war or 
serious emergency. But some other sec- 
tions of the bill are to take effect with- 
out any such declaration. 

A Council of National Defense is to 
be set up in peacetime. It will plan the 
emergency use of man power, industries 
and raw materials. A Civilian National 
Defense Service also is to be established. 
Virtually every person over 12 years of 





be paid for it. A Government agency jn. 
ports and sells many items in competitio, 
with private firms. This agency hag , 
monopoly on the most profitable expor 

Sending money abroad has bee 
difficult, and now it is virtually impos. 
sible. Foreign companies have had troy. 
ble remitting profits and paying for sup. 
plies. Now, because of an acute dolla 
shortage, the Government has impose 
a ban on paying dollars and other har 
money for imports. 

Discrimination in favor of Argentine 
shipping and insurance companies js 
making it hard for foreign steamship lines 
to get Argentine cargoes and for foreigy 
companies to write insurance. ; 

Rights to operate are menaced by q 
new weapon which the Government calk 
“withdrawal of legal status.” This weapo: 
is in the form of a decree, based on “cir. 
cumstantial reasons of administrative and 





PRESIDENT PERON REVIEWING HIS TROOPS 
. in a measure, seeds of trouble 


age, except diplomats and members of 
the armed forces, can be required to 
serve in this organization when the Presi- 
dent decides it is “necessary for the ends 
of national defense and in case of catas- 
trophe or serious emergencies that af- 
fect important parts of the national ter- 
ritory or its population.” 

Foreign companies, thus, can be sub- 
ject not only to seizure of their prop- 
erties, but also to loss of their personnel. 

Serious handicaps already are crip- 
pling foreign businessmen at a time when 
these new threats are taking shape. These 
handicaps are the result of policies 
adopted by the Peron Government. 

Foreign trade is sharply controlled. 
The Government decides what can be 
bought abroad, who can buy it, how 
much can be bought and how much can 





political prudence,” forcing a company td 
liquidate. Such a decree was used recent: 
ly against a foreign-owned group of cor 
porations. 

Handicaps are so severe that some 
U.S. companies have talked of getting 
out. U.S, Ambassador James M. Bruee 
is trying to talk President Peron into ea 
ing up and letting foreign companies 0p: 
erate satisfactorily, but Mr. Peron has n0t 
given in. Now the war-mobilization bil 
brings threats of new troubles. 

War involving Argentina is not be 
lieved likely now. But it can be easy fot 
the Government to find reasons for de 
creeing an emergency and using the dras 
tic powers contained in the bill. Thus 
foreign investors are probably to become 
more fearful than ever about trying to d° 
business in Argentina. 
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Underneath the confusion of battle in Palestine a few things are clear: 
Neither side has the resources for a.long war on a big, expensive scale. 
Forces involved are small, arms Supply limited, Supply line long, uncertain. 
Daily battle reports, even when accurate, cannot forecast final winner. 
Interest of U.S. and Britain is heavily on the side of an early armistice, 

through a compromise in which neither Jews nor Arabs get everything they want. 
World war is not a likely outgrowth of the fighting in Palestine. 

Truce, bought by Jewish-Arab deal, is still a good bet, a 60-40 prospect. 
These are the facts and probabilities that underlie the daily grist of 
dispatches from the battle front. What counts, in appraising what is likely to 
happen in Palestine, is not the fragmentary news of isolated advances, retreats, 
furious battles. What really counts: military strength of the two sides; eco- 

nomic and strategic: interests of Anglo-Americans in the Middle East. 
Added together, these things do not point to a war of extermination. 














>> Conquerors of Jerusalem cannot write ticket for all of Palestine. In terms 

of strategy, actually, Jerusalem means little, may be more liability than asset. 

Jews' strategy is to defend rich coastal plain and major ports, Tel Aviv and 
Haifa, protect railway and pipe line running through Esdraelon valley to Haifa. 
These points are remote from Jerusalem, which is inside Arab territory anyway. 

Arabs' strategy is to mount simultaneous drive into Jewish territory from 
three directions, attack crucial railway and pipe line, break through to the sea 
between Tel Aviv and Haifa, divide Jewish forces and Supply lines, then mop up. 

Arab invasions on the north, in Galilee, and on the south, in Negeb desert, 
were expected. Jews had to.write off these areas as impossible to defend. 








>> Size-up of the two sides, present and potential, shows this: 
Jewish force includes some 42,000 fighting men, combat troops, at or near 
the front. In reserve, for last-ditch defense, there is a militia of 50,000. 
Arab force adds up to perhaps 24,000 front-line troops, some well trained, 
plus 15,000 irregulars in Palestine, plus reserves that might total 140,000. 
Man=-power advantage, potentially, thus favors Arabs about two to one. 
Current fighting, however, directly involves only a few thousand on each side. 
Strength of Jews rests in Superior force of trained troops reaay for battle 
now; better leadership, organization, discipline; bigger reserves of munitions. 
Strength of Arabs consists of British-trained, British-equipped Arab Legion 
to spearhead drive; larger reserves of man power for long pull; superior strength 
in artillery and planes; long experience of Arabs in living off the country. 
But, on the other side of the ledger, both sides have serious weaknesses. 














(over) 
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New state of Israel is vulnerable to food and water shortages. Arabs can 
cut Jews off from the land side, force them to depend largely on imports by sea, 
Arab states, for their part, have these weaknesses: long supply lines; need 
to garrison home strong points, to preserve internal order; need to weld armies 
of six states into one effective force; deep rivalry, suspicion among leaders. 
For modern war, weaknesses of the combatants loom larger than strengths. 





















































>> Spat between U.S. and Britain, at the same time, doesn't help matters. 
Interest of both is in peace, in workable compromise between Jews and Arabs, 
Anglo-American stake is clear in Middle Eastern oil, in air bases, in keep- 
ing Arabs friendly to the West, in discouraging flirtations with the Russians. 
Fact is, though, that at the moment U.S. and Britain are on opposite sides. 
U.S. has recognized new state, Israel; is pushing efforts for truce. 
Britain shies away from recognizing Israel; balks at truce imposed by the 
United Nations; defends British military help to Arabs; pleads neutrality. 
Trouble seems to be that British diplomats are trying to juggle relations 
with half a dozen Arab states simultaneously, are fearful of offending any one, 
hopeful of pleasing all. And they find it difficult, during this delicate op- 
eration, to follow U.S. policy on Palestine down every twist and turn in the road. 
Efforts for truce, for Arab-Jewish deal, are going ahead regardless. 











>> In the main event, the "cold war" between Russia and America: 

Hopes for truce are having a rough time, having trouble getting a foothold. 
As it looks from European capitals, U.S. has just about won the cold war, 

has since been asleep at the switch, begun to lose first round of "cold peace." 
Impression created by Moscow throughout Europe is this: 
Russians are ready and willing to talk with U.S., all set to negotiate. 
Americans, after inviting talks, are cow backing down, unwilling to deal. 
So here's Secretary Marshall saying "No" when Mr. Molotov finally says "Yes." 
Situation is not quite that simple, of course, but that's the impression. 
To make matters worse, to add to the impression that Russia is the peace- 

maker, America the warmonger, Europeans note with mixed emotions these things: 
New atomic tests are reported by U.S. as highly successful, just when inter- 

national efforts at controlling atomic energy, through the U.N., are abandoned. 
Superwarship, 65,000-ton aircraft carrier, is planned by U.S. Navy. 
Long-range planes are reported by U.S. to be successful in field tests. 
Mood of U.S. Congress is seen as hostile to negotiations with Russians. 























>> What worries diplomats in Paris and London is that the U.S.-Soviet agita- 
tion arrives just when they are ready to put Western Germany on its feet, regard- 
less of Russia, and perfect the West's plans for mutual defense--against Russia. 
Soviet peace offensive thus puts all Western countries on the spot. Europe's 
diplomats cannot officially disbelieve Russians, would like to believe them. 
U.S. military aid, on the other hand, Lend-Lease for Europe's Western union, 
is not really in prospect this year. Most to expect is moral commitment. 
Defense against Russian force, therefore, still depends on Europe itself. 
So, Europeans ask, is it wise now to risk a final break with Russia? Maybe 
it is better to go slow on Western union, compromise a little on Germany. 
Whether peace talks materialize or not, affront to Russia now might turn 
out to be costly later on. Wise or foolish, that is the current thinking. 
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Measuring the record movement 
of new industrial volume to New York Central 
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HIS is the head-end of a hundred 

car New York Central freight 
train. From its streamlined Diesel to 
the marker lights on the rear, it’s 
more than a mile long. And it’s loaded 
with 4,000 tons of freight. 

Altogether, a pretty impressive 
unit of measurement. 

Yet, 2,200 such trains a year will be 
needed to carry raw materials and 
finished products for the new indus- 
try that sprang up along New York 
Central in 1947. And that’s an all time 
record. 

If you have a new factory or ware- 
house in mind, look into the advan- 
tages that attracted this vast volume 


of new industry...the advantages of 
a New York Central location. 


You'll find here an unequalled con- 
centration of markets, materials and 
manpower...easy access to deep water 
ports. You’ll find the most modern 
transportation...assured by Central’s 
$287,000,000 program of new freight 
and passenger equipment, new motive 
power, and other major improvements. 

Our Industrial Department will 
gladly give you facts and figures about 
these important competitive advan- 
tages. They’ll help you find a “Cen- 
tral’ location to fit your needs. Just 
contact your local freight agent...or 
our nearest Industrial Representative. 


YORK CENTRAL 


The Smooth Water Level Route 
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“In proportion as the structure of a govern- 
ment gives force to public opinion, it is essen- 
tial that public opinion should be enlightened.” 


GEORGE WASHINGTON 
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THE LONG 


(Here is a significant view of the relations between 
the United States and Russia. It is written by Vice 
Admiral Willson, U.S.N. (Retired), now Associate 
Editor of U.S. News & World Report. During the war 
he was Deputy Commander in Chief of the U.S. Fleet 
and later served as the naval member of the Strategic 
Committee of the U.S. Joint Chiefs of Staff. The 
article represents the personal opinion of the author.— 
David Lawrence, Editor) 


BY RUSSELL WILLSON 


For three years the world has witnessed a conflict 
between the U.S. and Russia. Each nation holds to 
its own way of life; each is the embodiment of power 
and each protests its devotion to peace. This struggle 
has aroused a world-wide debate in which the es- 
sentials of the problem too often are lost to view. It is 
well to clarify these essentials, now, when our relations 
with Russia may be entering a new stage. 

What is the basis of the conflict between the U.S. 
and Russia; what is its history, and what are its pros- 
pects? These are the fundamental questions. 

The basic cause of the present struggle is quite clear. 
It lies in a collision between two mutually conflicting 
views—two radically different attitudes toward life 
and the future of the world. The goal of the U. S., con- 
sistently pursued throughout this conflict, is to bring 
about a world of peace, such as is contemplated by 
the Charter of the United Nations. 

In theory, Russia, as one of the United Nations, 
seeks the same end. In reality, however, by her own 
statements and actions Russia seeks relentlessly to ex- 
tend the Soviet communistic system throughout the 
world, in complete violation of all her commitments 
and the concepts of the U.N. 

The history of our postwar relations with Russia 
falls into two periods. The first has been tagged “ap- 
peasement,” the second, “getting tough.” Neither tag 
is accurate but both are distinctive. During the first 
period the U. S. met Russia in a spirit of altruism, high 
hopes and keen desire to resolve every difference. The 
U.S. showed patience, sincerity, and self-control in 
the face of much provocation. It threw its resources 
into war relief and reconstruction; it offered to sacri- 
fice exclusive control of the world’s most potent 
weapon. Every door to reasonable agreements was 
wide open. 


U.S. AND RUSSIA— 


Any | 
final 
‘comr 


ROAD TO PEACE 


In these negotiations the inherent power and preftually 
tige of the U.S. were weakened by the disintegratifi relaxes 
of our armed forces and by the uncertainties of tytermin 
popular attitude at home. Our efforts at agreemepoften | 
failed, however, not because of these defects, but bf tween 
cause Russia wanted them to fail. Thus the U3 iconcer 
learned that good intentions, high hopes, generosijfinot on 
and willingness to sacrifice are not enough to gain fp Sinc 
settlement with Russia. ‘world? 

The U.S. finally realized that Russia was in fafand 0: 
bent on using continued disorder and confusion as 4 arises | 
means for expansion. This development presented #So lon 
new problem of U.S. relations with Russia; insteaddfthe ag 
being engaged in conducting a peace offensive, tycompe 
U.S. found itself forced to take the defensive in @togeth 
bitter struggle against Soviet aggression. This is whee own w 
the so-called “get tough” policy began. If th 

In appraising the U.S. record in this new situatiaf{of con 
we should not be blinded by the welter of discuss should 
as to American diplomacy, politics or personalitis— hopefu 
nor should we worry too much about “the milita} We: 
mind” in high places. We should concentrate on tig Russia 
essential facts. ing the 

When the war ended, Russia was in occupation the U. 
political control of all the areas which she now hold only aj 
Since then she has labored intensively to consolidag} get alo 
these areas and to expand her system beyond thea of the : 
Russia has succeeded in the first of these aims hf own pr 





























cause it was a physical impossibility for the U.S. is bette 
prevent it. She has failed completely in the seco This 
because the U.S. and the U.S. alone has stopped he lessly, ' 

This is the prime accomplishment of the U.S. It of succ 
a negative accomplishment—in a sense—and only § centuri 
first step on the long road to peace and security. Bi power | 
it will stand out in history when the debates over tiff hand, i 
Truman Doctrine, the Marshall Plan, rearmamé§ confide 
and the Italian elections, which made it possible, a expand 
forgotten. velop it 

What is the situation, when the clouds of the aug world ¢ 
rent discussion blow away? One fact stands out: Wi We i 


have before us the long foreseen “two worlds.” Th our sys 
Soviet world is vast, aggressive and strong. As 2 sig of two 
tem of states it is a closely knit, effective unit. T= Shou 
Western world has more power but less cohesion. I work, o 
position relative to Russia has been much improv West, t 
by recent developments in Europe. cessful 

Does the continuation of this divided world evi case, t 













 abrid Report 


“! wholly disapprove of what you say but will 
defend to the death your right to say it.’ 


VOLTAIRE 





and preftually mean war? It does not—not unless the West 
ntegratigfirelaxes its vigilance and falters in its power and de- 
ties of ttermination to hold the Soviet world in bounds. We 
agreemeip often hear that there must be an early settlement be- 
ts, but bf tween the U. S. and Russia or there must be war. This 

the U.sfconcept of war as the alternative to “agreement” is 
generosijf not only illogical, it is dangerous. 

to gain » Since when must all people live in the same kind of 
‘world? There are vast differences between Western 
and Oriental civilizations, which live in peace. Danger 
usion as #arises only when one system seeks to engulf the other. 
resented #So long as the West maintains effective control over 
insteadd# the aggressive urge of the Soviet system, there is no 
nsive, tfcompelling reason why the two systems cannot exist 
itogether—free to develop or to deteriorate, each in its 
own way as time goes on. 

If these two worlds can but agree on common rules 
 situatingof conduct, the friction and alarms between them 
discussie should subside and they can live together. There are 
‘sonalitie hopeful signs that we are entering this phase now. 

e militaje We must recognize, however, that “agreement” with 
ate on tif Russia—in the sense of a general settlement involv- 
ing the kind of peace and security contemplated by 
ipation@ the U.N.—cannot be attained for many years. The 
10w holif only agreement possible now is agreement on how to 
onsolidaf get along, in peace and limited comfort so that each 
ond theif of the two worlds can occupy itself in working out its 
aims bk} own problems—in trying to prove that its own system 
e U.S. is better than the other. 
he seco} This testing of the rival systems will go on relent- 
»pped he lessly. The Western way of life has the better prospect 
U.S. It of success; it has been developed by the experience of 
nd only ® centuries and is still growing. It has shown integrity, 
urity. Bi} power and patience. The Soviet system, on the other 
s over tiff hand, is new—the burden of proof rests upon it. It has 
armaméi™ confidence and determination, plus an unholy urge to 
ssible, a expand and dominate. It has full opportunity to de- 
velop its virtues in the largest and richest part of the 
f the ug World ever brought under one central control. 
s out: Wf We in the West do not contemplate the failure of 
Ids.” Ti our system; but we recognize that the liberal trends 
As asy¥ of two centuries in that system will continue. 
unit. TH Should time show that the Soviet system will not 
resion. I work, or that it is clearly less effective than that of the 
improv West, the Soviet world will slowly decline. An unsuc- 
cessful war of desperation might follow. But, in any 
orld eveie case, the satellites will gradually fall away and 
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‘Any agreement now merely sets up rules for uneasy peace—The 
final solution will come only after democracy has won out over 
communism in a long test of each system in its own domain 






eventually, after an internal struggie, Russia will have 
to face the facts and give up her “noble” experiment. 
She would then join the rest of the world, which by 
that time will have accepted anything good in her 
philosophy. We shall thus have won our struggle 
with Russia—and at last there can be one world and 
peace. 

If the Soviet system, minus the urge to expand, is 
successful in its own domain; if it develops a level of 
life comparable with that of the West, the Soviet world 
will find prosperity, progress and contentment within 
its borders. What then? History teaches that wealth, 
security, and leisure tend to reverse the processes of 
extreme radicalism and its offspring, tyranny. Such a 
development might be slow in the case of Russia, but 
if her system “works,” this gradual change will be ir- 
resistible. The system may carry within itself the anti- 
dote for its own poison. 

In other words, if the Soviet system is a success in 
its own area and the Western system develops as we 
hope and expect, we shall find a favorable situation in 
which the two different systems may move slowly but 
surely toward each other. Sooner or later they may 
reach a common ground where a true agreement is 
possible. 

These are the essential facts which it is well to keep 
in mind during the present world-wide debate con- 
cerning the U.S. and Russia. 

There is a basic conflict dividing the U. S. and Rus- 
sia which cannot be settled for many years. 

The only agreement possible now is on the rules of 
conduct by which, for the present, the two worlds can 
live together in peace. 

The first of these rules must be that the Soviet sys- 
tem stay where it is. 

The U.S. must be vigilant, strong and determined 
enough to enforce these rules. To lack these qualities 
will be to invite war. 

The struggle between the U.S. and Russia will not 
be decided by personalities, procedures, threats or de- 
bate. It will be decided by a long test of each system 
in its own area, while living uneasily with the other. 

If the U. S. maintains its moral and material leader- 
ship, there will be no war. Whether the Soviet system 
fails or succeeds in its own world, a liberalized form 
of the Western system will eventually triumph—and 
there will be one world instead of two. 

















HE TREND of defense costs and of ex- 
sae that grow from war is upward 
again. 

War costs—the cost of defense, veterans’ 
aid, foreign aid and interest on national 
debt—are being scheduled at $31,350,000,- 
000 for the year starting July 1. 

The Pictogram shows what two wars 
have left as a legacy for taxpayers. Costs 
left by World War II dwarf those left by 
World War L. 

Defense costs alone for the 1949 fiscal 
year that begins this July 1 are about 50 
per cent larger than the entire cost of Gov- 
ernment in the most expensive New Deal 
year. Military spending in the coming vear 
will be greater than for all the 19 vears 
from 1922 through 1940. The total defense 
bill for those years was $12,313,000,000. 
Next year’s bill is estimated at $13,000,- 
000,000 or more, about the same as for the 
year starting July 1, 1918, the peak of 
World War I. 

Dollar spending for defense next year, 
moreover, is to be more than twice the 
rate of 1941, when this country was pre- 
paring for World War II with Lend-Lease, 
Selective Service and a rearmament pro- 
gram. 

Veterans’ costs, meanwhile, are sched- 
uled to add about $6,100,000,000 to the 
war costs for next year. This alone is more 
than the total New Deal budget for 1934, 
and exceeds the total paid out for World 
War I veterans for all the years from 1922 
through 1929. 

Interest on a national debt greatly en- 
larged by war is estimated at $5,250,000,- 
000 next year, the highest rate in U. S. his- 
tory. That outlay is five times the postwar 
interest cost of 1921. It is larger than the 
total cost of Government in any vear from 
1921 through 1933. It is even larger than 
debt interest payments in 1946, when the 
national debt was higher than it is now. 
Reason is that a higher interest rate must 
be paid on current types of U.S. secur- 
ities. 

Foreign-aid costs, finally, are slated to 
reach an all-time high of about $7,000,- 
000,000 for the year ahead. This is as 
much as the total national budget for any 
New Deal year through 1935, when many 
people thought the cost of domestic aid 
programs excessive. The bill for foreign 
aid compares with a mere $19,000,000 
spent on international affairs in prewar 
1939, with $4,748,000,000 spent to arm 
and support wartime allies abroad in 1918. 

In sum, war spending for the coming 
year is scheduled to exceed the total cost 
of Government for any year—in war or 
peace—prior to 1942. And the trend of war 
spending still is upward, with the end not 
yet in sight. 
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People of the Week. 





Three Jewish Leaders Who Guide Policy of the State of Israel 
... Role of Mr. Malik as New Soviet Delegate to United Nations 


A group of little-known men, urged on 
by patriotism, religious fervor and a rec- 
ord of centuries of persecution, has 
brought a new nation into being, That 
nation is Israel, in Palestine. Its creation 
brought a stormy climax to years of inter- 
national bickering and, in the U.S., po- 
litical pulling and hauling. 

But Israel, although beset by warring 
Arabs, now is an accomplished fact. The 
men at its head are taking their places 
beside the statesmen of the world. A 
knowledge of who these men are, what 
they have been doing and what their pur- 
poses may be, will make future develop- 
ments more understandable. 

In particular, .here a:~ three: 
> David Ben-Gurion, Premier, a swarthy, 
kindly firebrand, has been crusading for 
a Jewish homeland for more than 40 of 
his 60 years. The Zionist cause caught 
his imagination while he was still a boy 
in Poland. His father was a leader in the 
movement. Meetings were held in his 
house. The course of his life was fixed. 

In his teens, Mr. Ben-Gurion migrated 
to the Holy Land. He tended vineyards. 
He ploughed fields, with a rifle slung 
over his shoulder to repel Arab ma- 
rauders. Somehow “B.G.,” as those in 
the movement call him, got an education. 
He edited a Zionist newspaper. He 
kept the Zionist cause fermenting with 
speeches and pamphlets. And for two 





ISRAEL‘S SHERTOK & BEN-GURION 
... they set their course early in life 


years he studied law in Constantinople. 

Back in Palestine, he resumed his cru- 
sade. Turkish authorities soon rated him 
a public enemy and banished him from 





FRIENDS OF THE NEW STATE 
... after centuries, a stormy climax 


—Acme 


the Holy Land—“forever,” they thought 
Mr. Ben-Gurion spent much of his exik 
in the United States. He organized and 
served in an American-Jewish legion that 
fought under Viscount Allenby in the 
victorious British campaign in Palestin 
during the first World War. 

In Palestine again, after the war, Mr 
Ben-Gurion, a man driven by unlimite 
energy, took a leading part in organizing 
labor. Meanwhile, he carried his fight f 
Zionism to many capitals and _ into th 
League of Nations. In 1933 he wa 
elected to the top council of the Jewis 
Agency, the controlling body of Zionism 
and in 1935 he became its Chairma 
Since World War II, he has been alter 
nately in Palestine and in New York, a 
guing Zionism before the United Nations 

Mr. Ben-Gurion is, of necessity, a pol 
tician. A rugged honesty of purpose ha 
prevented his entering readily into th 
compromises that usually go with that 
designation. He has had one goal ané 
has stuck to it. He also is an intellectual 














His square, boxlike, two-story house in! 
workers’ section of Tel Aviv is stacked 
with books in Hebrew, English, German 
Russian and Greek. 

Mr. Ben-Gurion long has regarded the 
Jewish state as an accomplished fact. Hi 
prime purposes are three: to make Istaé 
secure, to keep it intact and to work ov! 
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Two Ideas.... 


worked out 64 to | in the Public's Favor 


The Kobe free-type oil well pump is about as far advanced over con- 
ventional pumps as a self-starting car is over the hand-cranked job. 

To surface the pump for any reason, an attendant merely turns a 
valve. Up comes the pump. One man does in half an hour what formerly 
took four men eight hours of hard labor .. . a 64 to 1 saving. 

The Bryant gas-fired winter air conditioner, the Modernaire, is to the 
old apartment house furnace what a modern hotel’s bath-for-each-room 
is to the community tub down the hall. The Modernaire is so compact 
every apartment can have its own in a small closet. Each tenant controls 
his own heat. Where one janitor used to control the comfort of, say 64 
tenants, the tenants can now flip their own thermostats. One apartment 
house has 316 Modernaires. 

The Kobe pump and the Bryant Modernaire are both products of Dresser 
Industries, Inc. Dresser engineers ahead of the trend for both oil and gas. 


THE O COMPANY DOING AN Maa J 






From well to refinery z 
for the Oil Industry— 2. 


From source to home appliance 
for the Gas Industry 


FTERMINAL 

















BOVAIRD & SEYFANG Mfg. Co. 
Bradford, Pa. 
BRYANT Heater Company 
Cleveland, Ohio; Tyler, Texas 
CLARK Bros. Co., Inc. 
Olean, New York 


DAY & NIGHT Mfg. Co. 


Monrovia, Calif. 


DRESSER Mfg. Division 
Bradford, P. 


DRESSER Mfg. Company, Limited 


Toronto, Ont., 


anada 


INTERNATIONAL Derrick & Equipment Co., 
Beaumont & Dallas, Texas; Torrance, Calif.; 
Columbus, Marietta & Delaware, Ohio 





TOWER 


KOBE, Inc. 

Huntington Park, Calif, 

PACIFIC Pumps, inc. 
Huntington Park, Calif. 

PAYNE Furnace Co. 

Beverly Hills, Calif. 
ROOTS-CONNERSVILLE Blower Corp. 
Connersville, Ind. 
SECURITY Engineering Co., Inc. 
Whittier, Calif. 
STACEY BROS. Gas Construction Company 
Cincinnati, Ohio 
Stacey-Dresser Engineering Division 
Cleveland, Ohio 
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PRESIDENT WEIZMANN 
... for some, a modern Moses 


a living arrangement with the Arabs. He 
offers them equal citizenship with the 
Jews of Israel 

> Moshe Shertok, Foreign Minister, ar- 
ranged with President Truman for the 
surprisingly quick U.S. recognition of 
Israel. He did so quietly, as is his way. 
In many respects Mr. Shertok is the op- 
posite of Mr. Ben-Gurion. He is slender, 
black-haired, soft-spoken. Where Mr. 
Ben-Gurion releases a torrent of some- 
times emotional oratory, Mr. Shertok 
speaks quietly, with an economy of words 
and gestures. But they are alike in their 
strong-willed devotion to Zionism. 

Mr. Shertok, now 53, was born in Czar- 
ist Russia. His parents migrated to Pales- 
tine while he was a small boy and settled 
in an Arab village. The son was in con- 
stant association with the Arabs. He 
learned to speak their language with 
ease and has many friends among the 
Arabs. 

Mr. Shertok read law at Constanti- 
nople. In the first World War he was 
drafted into the Turkish Army. Later he 
studied at the London School of Econom- 
ics, and edited a newspaper in Palestine 
for seven years. For the last 14 years he 
was head of the political department of 
the Jewish Agency and was its roving 
ambassador. 

In that capacity, it was his job to deal 
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with the British who ruled Palestine, and 
the British do not especially like him. In 
World War II he organized a Jewish bri- 
gade for service with the English. Later 
he was clapped into a British internment 
camp in Palestine for five months. Char- 
acteristically, he spent the time giving 
lessons in economics and Hebrew gram- 
mar to other internees. He speaks eight 
languages. 

As Foreign Minister, Mr. Shertok has 
managed to get American and Russian 
recognition. His next objectives are to 
end the embargo that prevents American 
arms shipments to Israel and to reverse 
the British policy that supplies the Arabs 
with munitions. One line of action will 
be through the United Nations, where, 
like Mr. Ben-Gurion, Mr. Shertok has 
represented the Zionist cause. 
> Dr. Chaim Weizmann, President of 
Israel, is regarded by some as the modern 
Moses of the Jewish race. He, more than 
any other, is credited with nurturing the 
movement that led hundreds of thousands 
of Jews back to the Holy Land after cen- 
turies of exile. 

Dr. Weizmann, 73, a celebrated scien- 
tist as well as an international politician, 
is a bald, broad-shouldered man of many 
deep and changing moods. He can be gay 
and jolly, an inimitable teller of Yiddish 
stories. Or he can withdraw within him- 


self to ponder the problems of Zionie 
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: tion 0 
and chemistry. pny 
The Zionist leader was born in Ryg and i 
and educated in Germany. In 1907 wader 
made his first visit to Palestine, In 9) a 
he became a British subject. But he, tu pre 
was obsessed with the idea of a Jeyj declai 
homeland. He differed from others jp}, ernme 
lieving that the quickest way to that g transi 
was through co-operation with the By as 
ish. From 1917 to 1931, and again fof aft 
1935 to the present, he was President Mose 
the Jewish Agency. then ¢ 
As a chemist, he directed the Brith advise 
Admiralty laboratories in World Wa ff Contr 
and met a crisis by developing a meth 1946, 
of synthesizing acetone for use in making eign \ 
smokeless powder. In World War IL. Just 
came to the United States to help wit and Vv 
synthetic rubber. He was here, an jf pac 
valid in New York, when Israel cay frown. 
into being. tacitur 
The British Government asked wh; can b 
he would like in reward for his war q requir 
tributions. Dr. Weizmann’s reply su Mr 
marizes his life: State ¢ 
“There is only one thing | want-ay, that if 
tional home for my people.” better 
Determination. There are others wh concre 
like Mr. Ben-Gurion, Mr. Shertok and); Mr. M 
Weizmann, through their unyielding pote ie 
ity of purpose, helped make Israel a fu sinc 
and now help direct it. To all of then pact 
Israel is a dream come true. Internation! ci be 
confusion and war with the Arabs m& Korea 
give the dream some nightmarish aspect treaty, 
but, Mr. Ben-Gurion says: How 
“The Jewish state exists and shall cf tude o! 
tinue to exist because we shall defendit Jeft ur 
—— = stances 
SYMBOL OF A SHIFT? § threw. 
> Jacob A. Malik is the new Russa "Ye 
delegate to the United Nations and, sow decide: 
think, the symbol of a more co-operativ 





Soviet Union. Mr. Malik, a Deputy Fut 
eign Minister, replaces Andrei A, Gof 
myko, who typifies the Russian policy 
bully and bluff. 

As the man who uttered 22 of Russie 
23 vetoes in the U.N. Security Coun 
Mr. Gromyko is identified with the hw 
sian expansionist policy. Mr. Malik, how 
ever, is a newcomer to the “cold wf 
between the Soviet Union and the Unity 
States. He has a clean slate upon whith} 
to write his own personal record. He ws 
chosen for that reason, it is thought, 
speak for a Russia that now is stopp 
in the West and ready to bargaif. 

Ranking diplomat. As a Deputy fr 
eign Minister, Mr. Malik neverthels 
holds a lofty place in the Soviet Fore 
Office. He is a close friend of Vyachesh 
M. Molotov, the Russian Foreign Mi 
ister and chief maker of Russian pol 
abroad. If he is not well known i & 
U. S. it is because Mr, Malik’s career li 
been in the East, rather than the We¥ 

Mr. Malik started out in the press & 
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OF Zionigf! tion of the Foreign Office. In 1939 he was 










gnt to Tokyo as Counselor of Embassy 
n in Rus and in 1942 he was promoted to Ambas- 
n 1907, Me sador. He served there throughout the 
. In 198 war, After the atomic bomb fell on Hiro- 
3ut he, tf shima, it was he who delivered Russia's 
f a Jewi\f declaration of war to the Japanese Gov- 
hers in hy emment. The next day he received and 
0 that gl transmitted to Moscow Japan’s offer of 
h the Brif® surrender. 
again fof After the war he was called back to 
resident (f Moscow and has remained there since 

then except for an eight-month interim as 
the Britilf! adviser to the Soviet member of the Allied 
ld Warf Control Council in Tokyo. In August, 
;-a metho 1946, Mr. Malik was named Deputy For- 






in making eign Minister for Far Eastern Affairs. 
War II, Just turned 40, Mr. Malik is stocky 
help with and vigorous, with a round face that 
Te, an if customarily wears a somewhat forbidding 
rael camf frown. It is said that he inclines to be 
taciturn, but, like most Russian diplomats, 
sked wh can be congenial when the occasion 
S Wal Gif requires. 
eply suf Mp, Malik and the U.N. Secretary of 
State George C. Marshall has told Russia 
vant—a mh that if the latter wants to bargain she had 
better show her new disposition by some 
thers whi) concrete action in the United Nations. 
ok and DP \fr. Malik will be the instrument of what- 
elding {J ever is done there. 
rael a fa Since he comes as an expert on the Far 
1 of then East, there is conjecture that Moscow 
ternation&® may be ready to talk over a settlement for 
\rabs ma Korea and perhaps a Japanese peace 
sh aspet\F treaty, two continuingly troubled issues. 
How long the developing Russian atti- 
shall cf tude of more co-operation will continue is 
defend it left uncertain, however, by the circum- 
stances of Mr. Gromyko’s departure. He 
IFT? & threw out hints that he was merely going 
v Rusia vacation. He can be sent back if Russia 
and al decides to get tough again. 
}-Operatiiie 
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Dozens of small details add up to great 
convenience in daily use of Kardex 
Imperial. Each card pocket hinge, for in- 
stance, is ingeniously scored, so that no 
“breaking in” is necessary. When cards 
are flipped back they stay put, for ease of 
postingat frontor back of anycard pocket. 


NEW KARDEX “IMPERIAL” is here—the newest, finest, most effi- 
cient visible record equipment ever devised—to help you profit 
fully from modern, simplified methods of administrative control. 


It’s for all types of business and all management functions... 


production ...sales...accounting ... financial... in short, for any 
activity where profitable decisions depend on complete, accurate, 


up-to-the-minute facts. Kardex Imperial visible systems employ 
Graph-A-Matic signals to give you an overall picture—as simple as 
a bar chart—of status or performance. 


Extra clerical productiveness, too, is built into Kardex Imperial. 


New shorter, light weight slides for quicker, more comfortable 
access when posting. New, simplified insertion and removal of 
slides. New plastic slide fronts and Gray-Rite finish for eye com- 


fort and added beauty. 


Cabinets are standardized, permitting a battery of uniform 
height for card records 5, 6, 8 or 11 inches wide. Ask for more 
details on Kardex Imperial and new simplified methods of record 


control. Call the Remington Rand office in your city or write 
Systems Division, 315 Fourth Avenue, New York 10. 























Squeeze of living costs on peo- 
ple who draw Social Security 
checks is at critical stage. 

Pay for retired couple is at 
average of $23.48 a month, in 
1940 dollars. Benefits are shrink- 
ing as prices rise. 

List of people living on relief 
and annuities is growing in midst 
of record boom. Number now ex- 
ceeds 6,000,000. Costs are at a 
new high. 


The living-cost problem that faces 
millions of people who are too old to 
work is forcing itself on the attention 
of Congress. The situation for people 
who are drawing old-age insurance 
benefits and for those on relief is of- 
ficially classed as a “crisis.” 

That situation is developing in the 
midst of a boom, of record prosperity. 
Employment is at an all-time high. But 
the number of those getting Government 
checks for annuities or for relief is grow- 
ing steadily, already totals a record 
6,400,000. At the same time, purchasing 
power of those checks is shrinking. Buy- 
ing power of the average annuity check 
under old-age and survivors’ insurance 
already has dropped to less than $12 a 
month per person, in 1940 dollars. 

Congress now is considering action to 
extend the program of insurance against 
old age. The plan is to open the way even- 
tually to old-age insurance for farmers. 
Government workers and others. This 
year, Congress may add 5,000,000 to the 
number covered, now above 35,000,000. 

A problem that was discussed at the 
White House last week when a presi- 
dential message to Congress on Social 
Security was being planned is the one 
that grows from inflation. Pensioners are 
in the same squeeze as others with fixed 
incomes. Living costs are up. Benefits are 
not. In what is happening to the more 
than 2,000,000 persons dependent on 
these insurance benefits is a preview of 
what is to be a problem for the future. 

The charts on this page and on pages 
41, 42 and 43 help to show what is 
going on. 

Old-age insurance. Here is a pro- 
gram that covers 35,000,000 workers who 
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(This article represents the result of gp 
= extensive research on a problem of oy. 


standing importance in National Affairs) 


INFLATION VS. SOCIAL SECURITY 


Shrinking Value of Government Payments 


are contributing from each week’s pay 
check to buy an annuity that will help 
support them in their old age. Already 
nearly 1,000,000 workers have retired 
and are drawing annuity checks. Aver- 
age check received each month by a re- 
tired worker and his wife is for $39.20. 

Actually, purchasing power of that 
check is $23.48, in 1940 dollars. In other 
words, the average check buys only what 
$23.48 bought back in 1940. Workers 
are finding that this is not enough for a 
retired couple to live on, even if there 
are small additional sources of income. 

Result is that less than half the work- 
ers who have paid for their insurance 
and who have reached 65 are actually 
retired. More than half of those who have 
benefits due them are continuing to work 
for a living. The number ‘n that situation 
is growing at the rate of 55,000 a year. 
And thousands of workers who have tak- 
en their benefits and retired are forced to 
draw relief payments, too. 

Survivors’ insurance. This part of 
the program provides life insurance for 
workers who pay Social Security taxes. 
The insurance is collected by widows, 
children, parents or other survivors of 
workers who die before reaching 65. 
Nearly 1,000,000 survivors of insured 
workers are drawing those benefits. 

Average widow’s and children’s check 
is for $14.42 per person a month. Buying 


power of that check, in 1940 dollars 
$8.60. Result, again, is that hundreds of 
thousands of survivors who have ber 
fits due them are unable to collect thos 
benefits. Widows with children, for ¢. 
ample, go to work instead. And man 
survivors who are drawing those ben 
fits are forced to ask for relief too, 

That’s the picture for old-age and sy. 
vivors’ insurance. It leaves out an eve, 
larger number of workers who are joi 
covered by the program. About 23,000. 
000 jobs are not covered. Workers ¢; 
those jobs pay no Social Security taxes 
build up no annuity for their old ag 
Actually, the number is greater than that 
indicates. Since two out of every five jobs 
are not covered, workers who shift be. 
tween covered and uncovered jobs log 
credits that they have built up. Results 
show up on the relief rolls. 

Public assistance. This is the relie 
program that old-age insurance was t 
replace gradually, At one time, relief roll 
were expected to grow very small as more 
workers built up insurance credits. 

Instead, the number on relief is grov- 
ing steadily, already totals more tha 
4,000,000. More than one out of ever 
five persons over 65 now is on relief. 

Cost of the program, too, is up—from 
less than $1,000,000,000 in 1945 to about 
$1,700,000,000 a year now. That ir 
cludes payments to the blind, to de. 





Old-Age Insurance vs. Cost of Living 
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Higher pe ' 
the relie am have My _ taxes — probabl The F innell g4-XR provides mechanical dry scrubbing at 
> Was fi present benefits we ilps incieeistaly , its Jabor-saving best! That js due partially to the fact that 
slief rol tet Stand, the Besse increased. As m: : | this dry scrubber eliminates the need for frequent changing 
as more and employer is ‘1 = tax on seibere of brushes by hand in order to maintain a good cutting edge- 
2% cy is to move up to - — each. The A flip of the switch reverses the motion of the brushes an 
~~ i iS - out a de ogg 1950, re-sharpens them automatic? ly --- while working! | 
at even oy higher —— Congress fea» This heavy duty F ‘nnell cleans grease-caked floors in one- 
ie rete reserves for ag oem and still tenth the tim required when and-spudding» and is fat 
. = ae ~ But no a costs of more thorough. Two powerful scarifying brushes dig through 
tes — is looked for a Social Se- and quickly loosen even the most stubborn coatings of dirt, 
to de ance ee subsidy fo yomr, oil, grease, and shavings- Brushes adjust to floor inregelans vee get 
am is the alter : the insur- into indentations and grooves- Various types and sizes of wire scarifyiné 
native. Under brushes are -nterchangeable in the brush rings and, with other rings, the 
machine can be use for wet scrubbing, steel-wooling, waxing, 20 
polishing. Has heavy duty G. E. Motor, oversize Timken Bearings: 
special bronze worm gears, leak-proof eat case. 
or - Maintenance Equipment, includ- 
also Cleansers, 


a complete line of Flo 
wet and dry pickup --- 
And the nearby 


7 
Socal Security Recipient 
a Bete pl N | Finnell offers 

- - ing a Heavy Duty Vacuum for 
Be ay 0s <a Sealers, Waxes» and Accessories of every requisite type- 
5 Finnell man is readily available for training your maintenance operators 
in the propet use of [Finnell equipment and supplies 
For consultation, free floor survey» demonstration, or literature, phone 
or write nearest innell branch © -nnell System, Inc., 37 5 East 
Street, Elkhart, Indiana. Branch s of the 
United States and Canada. 
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MOUNTAIN 


THEY WILL FIND YOU 





—_ there are thousands of rural men and 
women who seek permanent employment in North Carolina’s 
new and expanded industries. 


Manually-operated farm equipment is giving way to mech- 
anized, labor-saving methods. While tractorized farming in- 
creased by nearly 250 percent during a recent five-year period, 
259,000 Tarheels left the farm on their own initiative to find 
new channels for their productive talents . . . thousands of 
others continued to live in their own farm residences, while 
employed in nearby towns. Authorities estimate that 54 per 
cent of today’s North Carolina farm boys seek opportunity off 
the farm. 


Result . . . native-born Tarheels have been on hand to man 
every new job created during postwar years of record-breaking 
expansion. Thousands of other capable, work-accustomed men 
and women remain in the growing labor reserve, ready to help 
your plans for industrial expansion succeed. 


Write Div. MI-16, Dep’t of Conservation and Development, 
Raleigh, N. C., for information covering your requirements. 


North Guolina 


CONDITIONED BY NATURE FOR INDUSTRIAL PROFIT 
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Special Report 


this plan, benefits might be increase 
now. But the rising cost, in time, woul! 
mean that the taxes collected unde; the 
program would cease to cover benef; 
costs. At that point, a subsidy would }, 
appropriated each year to fill in the gap 
and prevent the cost of benefits from ey. 
ing up the trust fund. 

That alternative now is recommende 
to the Senate Finance Committee by is 
Advisory Council on Social Securit 
which is headed by Edward R. Stettiniys 
Jr., former Secretary of State. The sy 
gestion of the Advisory Council js thy 
Congress consider a subsidy when §). 
cial Security taxes no longer will pay {y 
the higher benefits. : 

Opponents of that plan are charging j 
would turn Social Security back to a » 
lief setup. Since workers no longer wor 
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Source: FSA © 1948, U. S. News rub. u 
be paying for the full cost of their bene- 
fits, an element of relief would be in 
jected. This issue is to be faced by Cov 
gress sooner or later, but not in thi 
session. 

Broader coverage of old-age insu: 
ance is the other problem to fa 
Congress. Extension of coverage 
23,000,000 more jobs would help to mak 
the insurance program replace the rt 
lief system. 

A bill to extend coverage is bein 
drawn up by a subcommittee of th 
House Ways and Means Committee. li 
is expected to be reported out in time fo! 
passage by the House, and _ possibly i 
time for approval by the Senate befor 
adjournment. 

The bill would make the _ prograll 
available to some 5,000,000 employes ot 
State and local governments and certal! 
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————_— 
nonprofit organizations—religious institu- 
tions, hospitals, colleges and others. En- 
trance into the program for these workers 
would be voluntary. 

The really big groups of workers who 
now are building up no old-age insurance 
credits still are to be left out of the 
scheme, That goes for 6,000,000 self- 
employed persons, 3,500,000 farmers, 
3500,000 farm laborers, 2,500,000 do- 
mestic workers and many others. Alto- 
gether, they add up to more than 
18,000,000, against the 40,000,000 who 
will be covered under the extension 
‘planned for this year. 

Prospect for the Social Security pro- 
gram, thus, is this: 

“In the long run, protection of old-age 
and survivors insurance is to be passed 
along to more and more workers and 
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their families as the system is expanded 


_gadually in the years ahead. Almost uni- 


versal coverage is virtually certain, in 
time, Size of benefit payments that will 
go to workers who retire in the future will 
tend to increase very gradually, if the 
benefit formula is not changed. But Con- 
gress probably is to be forced to raise 
those payments more sharply, and to ap- 
propriate subsidies for the program sev- 
eral decades from now. 

In the short run, the relief program 
will continue to carry the buik ot the So- 
tial Security burden. Benefit payments 
under old-age insurance—in dollars of 
purchasing power—will continue to drop 
as long as living costs rise. Fewer work- 
ets Who reach 65 will be able to take 
those benefits and retire. The number 
ot persons on relief rolls consequently 
will continue to grow, 
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Dictate while you travel 
to a clear desk! 


. «. and return 


Here is a profitable tip for your 
next business trip . . . take along 
a SOUNDSCRIBER Portable the 
very mext time you head for 
the field. This silent, dutiful “sec- 
retary” is ready .. . day or night, 
and week-ends, too . . . to take 
down your thoughts speed 
facts from the firing-line direct to 
your office or factory . . . giving 
you an accurate, up-to-the-minute 
report of your relations with cus- 
tomers and prospects. 

Get the jump on competition! 
Dictate reports, memos, instructions, 


SoundScriber discs hold up 
to 30 minutes of dictation— 
are easily indexed, routed, 
filed or mailed. Radio-clear 
quality insures accurate 
transcription. Low first cost, 
lower operating cost. 


JOUND/CRIBER 


Ad 
ELECTRONIC DICTATING AND RECORDING EQUIPMENT © 


To find out how SoundScriber applies 

to your business, phone the nearest 
distributor, listed under 

“SoundScriber” in your classified telephone 
directory. Or mail the coupon. 





letters . . . on the train, -in your 
hotel room, or your automobile 
... while the facts are fresh. 

SOUNDSCRIBER Portables convert 
travel-time into profit . keep 
work from piling up back at the 
office . . . speed your field work 
. . . increase calls, multiply profit 
opportunities. 

Produce more profits with this 
revolutionary business tool which, 
incidentally, is the only complete, 
self-contained portable dictation unit 
—a handsome piece of business lug- 
gage. Mail coupon now! 
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COAL: KEY TO STRIKE CONTROL 


Lewis Strategy of Developing a New Crisis 


John L. Lewis is building up 
a new coal crisis. Another strike 
in the mines could bring a 
slowdown in business. It would 
bring a new test of Govern- 
ment’s power to end strikes by 
injunction. 

Strike outlook elsewhere is 
mixed. Auto union hopes a wage 
pattern will grow out of the 
Chrysler strike. There is threat of 
a shipping strike. Packinghouse 
Workers have learned how costly 
a long strike can be. 


In looking over the strike picture: 

Coal is the one situation that can 
result in slowdown for the entire 
country. A coal strike is shaping up 
that may lead to a test. 

Steel is to be free from a general strike 
this year. Small strikes in steel-fabricating 
plants, however, are possible. This would 
not lead to shutdown of the entire steel 
industry through a strike. Steel shutdown, 
on the other hand, is due if coal goes out 
for any length of time. 

Autos have a Chrysler strike and a 
threat at General Motors Corp. The Ford 
Motor Co. contract can be opened on 
wages as of July 15. CIO Auto Workers’ 
policy in the past has been not to strike 
more than one of the Big Three at a 
time. Chrysler probably is to be the 
guinea pig, and out of the test will come 
the basis of settlement in the other auto 
firms. Ford may be able to settle for a 
smaller raise than other big companies, 
because Ford rates already are about 10 
cents above competitors’. 

Shipping strike is threatened for 
June 15, when CIO contracts run out. 
Injunction machinery of the Taft-Hartley 
Act is likely to be used. If that does not 
keep ships manned, Government seizure 
and operation may be ordered, but this 
presumably requires new legislation. 

Electrical-equipment firms and the 
CIO have been deadlocked for months on 
wages, with the union threatening strikes 
but seemingly stalling for the emergence 
of a pattern elsewhere. 

Meat packing was engaged in a long 
and violent strike that started March 16, 
The National Guard has been called out 
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in two States. Violence included a mob 
invasion of a packing plant and abduction 
of nonstrikers, picket-line fights and kill- 
ing of two strikers. 

Railroads probably can get through 
1948 without a strike. A new threat de- 
veloping from nonoperating employes 
wage demands is due to follow the dis- 
pute of three operating unions, but a 
peaceful settlement is indicated. 

Telephone strikes on any wide scale 
seem to be averted. Independent unions 
are extending contracts without immedi- 
ate wage increase. A walkout of CIO long- 
distance workers was averted, at least 
temporarily, by appointment of a board 
of inquiry under the Taft-Hartley Act. 

Shipbuilding industry, facing wage 


demands from both AFL and CIO unions, 


probably can avoid a shutdown this year 
Most contracts reopen in Jun 
Aluminum is facing demands from 
CIO Steelworkers. Strikes could develop 
here, since the union is not handicapped 
by the no-strike pact it signed with stee] 
It is coal, however, that provides the 
big test this time, as it often has in the 
past. John L, Lewis is engaged in a dif. 
ficult maneuver to get what he wants, 
The Lewis strategy was not entirely 
revealed when the miners’ leader walked 
out of negotiations with coal operators 
last week, Mr. Lewis isn’t tipping his ful] 
hand in advance. But industry represent- 
atives think they know what his play js 
They analyze it as follows: : 
A full-scale strike of miners is not 


. considered likely before July 6. Miners 
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PAMPHLETEERING IN THE AUTOMOBILE WORKERS‘ STRIKE 
. .. the over-all picture ranges from National Guardsmen to guinea pigs 
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we scheduled to return from paid vaca- 
tions on that date, under terms of the 
contract that expires June 30. They will 
gay away from their jobs, however, if a 
new contract has not been signed by that 
ime. The vacation pay of $100 that 
every miner is to receive will help tide 
him over a strike. This vacation money, 
in effect, is a $40,000,000 contribution 
om the industry to the miners’ personal 
strike fund. 

Slowdowns and a few nuisance 
strikes may come before July 6. These 
would cut coal stockpiles some and add 
to pressure for agreement on a new 
contract. 

Refusal to negotiate with a commit- 
tee representing the soft-coal industry as 
, whole was viewed as Mr. Lewis’s way 
of showing that he wants a few big com- 
panies to make an agreement that would 
serve as a pattern for the rest of. the 
industry. That strategy worked last year, 
but the coal operators started this time 
with a united front. 

The Southern Coal Producers’ Associa- 
tin was the principal group Mr. Lewis 
wanted eliminated from early negotia- 
tions. This association, which Mr. Lewis 
calls a “propaganda agency” rather than 
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an operating group, represents about 
twice as much coal tonnage as any other 
regional association. Mr. Lewis in the 
past has been able to play one group of 
operators off against another, by reach- 
ing agreement with one segment of the 
industry and forcing the rest to follow. 
For that reason, he doesn’t like to see the 
operators too well organized against him. 

Settlement, if it comes without a 
strike, probably will be delayed until the 
last minute. Mr. Lewis prefers to negoti- 
ate in an atmosphere of crisis, in hopes 
that a strike threat will win him a bet- 
ter contract. 

This time, Mr. Lewis may find the 
operators less willing to yield to his de- 
mands than they sometimes have been 
in the past. The steel industry, which has 
vast coal-mining operations, already has 
refused a wage increase to steelworkers. 
Industry, generally, is more resistant to 
raises. Although he has not disclosed 
what his demands are to be, the miners’ 
leader has made it clear that he will in- 
sist on settlement to his satisfaction of the 
long-disputed pension issue. Mr. Lewis 
wants a guarantee that pensions will be 
paid from the union’s welfare fund, now 
tied up in a court fight by the operators. 
He also is expected to ask a shorter work 
week, a wage increase, and higher royal- 
ties on coal to finance his pension and 
social-security program. 

A coal strike, if it comes, will bring 
a new problem for the Government. A 
strike after expiration of the miners’ con- 
tract might not be easy to stop. Injunc- 
tion procedure of the Taft-Hartley Act 
was used recently to end the miners’ 
strike over pensions, but that was while 
the contract was in effect. Miners tradi- 
tionally do not work without a contract, 
and a court might find it difficult to force 
miners to go back to work. They could 
protest that they had no right to trespass 
on company properties without a con- 
tract. The injunction under which the 
miners now are restrained from striking 
over the pension issue would not cover 
them in the event of a later strike over 
other issues. 

Seizure of the mines might be author- 
ized, but this probably would require 
special legislation by Congress. 

A delayed strike, on the other hand, 
might be preferred by Mr. Lewis. If he 
decided to obey an injunction in July, re- 
straining a strike for 80 days, that would 
postpone the walkout until autumn. A 
coal strike is always more effective when 
winter is approaching. 

That is the story of coal, as of the 
present. What happens on wages in other 
industries, however, may have consider- 
able bearing on what the miners will get. 

Pattern for the third round of wage 
settlements may be found in the auto- 
industry dispute. The CIO United Auto 
Workers union has been trying to force 
third-round increases from the Chrysler 
strike. A walkout also has been threat- 
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FORD‘S BUGAS 
- » . @ Strategic proposal 


ened at General Motors Corp. plants by 
T. A. Johnstone, who heads the UAW’s 
General Motors division. 

A Ford Motor Co. proposal, however, 
complicated the wage picture for Mr. 
Johnstone and for Chrysler strikers. The 
Ford Co., through John S. Bugas, its 
labor-relations director, proposed that 
UAW eliminate the present wage dif- 
ferential between Ford rates and those 
of its competitors. On the average, Ford 
is reported to be paying about 10 cents 
an hour above General Motors and 
Chrysler. 

UAW is resisting this suggestion from 
Ford. The union cannot afford to agree 
to what might be a pay cut for its mem- 
bers. In the end, however, UAW might 
be compelled to settle at Ford for a some- 
what smaller increase than in the other 
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Harter posture seating pays dividends in office | 


efficiency. Employees work better because they 
feel better when seated in erect posture. 


Every Harter posture chair is fully adjustable | B 


to the individual requirements of its user. Ad- | 
justments of seat and back are made quickly 
and easily with hand-wheel controls— no 
wrenches or tools of any kind. Other Harter | 
features include foam rubber cushions, curved- | 
to-fit back rest, attractive, durable upholstery. | 


Ask your helpful Harter dealer to show you | 


Harter’s full line of posture chairs for all office 
workers. Write for free literature. Harter Cor- 
poration, 4Ua Prairie Ave., Sturgis, Michigan. 


W HARTER 


S22 Ore. 1-6; BCC HAS A 


POSTURE CHAIRS - STEEL CHAIRS | 
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service and long life. 
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also is taken by part of the electric 


industry and by steel. It makes thir 
round demands of all unions more 4 


ficult to attain. 


DECISIONS OF NIRp 
CLARIFYING RIGHTS 


Rights of employers and workers unde 
the Taft-Hartley Act gradually are bein 
clarified by the National Labor Relatio, 
Board. The clarification is found in Ie 
cent decisions of the Board itself, ay 
in recommendations of Board examines 
These recommendations are not fp 
unless they are accepted by the Boar 

What the NLRB holds in recent 
cisions is as follows: 

An employer can compel workers 
attend a meeting during working hoy 
to hear an antiunion speech. NLRB fin 
that the Taft-Hartley Act forced a p. 
versal of an earlier ruling on this “ca. 
tive audience” type of case. In 194 
NLBB had ruled in the Clark Brothes 
case that it was a violation of the Wa 
ner Act for an employer to require hij 
workers to go to a meeting for a speec! 
attacking a union. Now it rules that 
employer can require attendance at sud 
a meeting under the Taft-Hartley Act. 

Election rights granted to employe 
by the new law, on the other hand, my 
have been limited by another recat 
decision. The Act allows an employer 
to petition the Labor Board for an ee 
tion among his employes if one or mor 
unions claim to represent a majority 
workers. In this new case, NLRB di 
misses the employer’s request on th 
ground that the union that had promptel 
the request no longer claimed to repr 
sent the workers. A dissenting NLR 
member objects that this gives to th 
unions a veto power over employe 

election petitions. 

Retail stores now are told by NLi 
that the Board will not take cases in thi 
field when groceries sold in the stores 
not go directly across State lines to th 


auto plants, Also, the Ford Proposal ad 
one more company to the growing list g 
those opposing pay increases. This stay 
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store and where sales are all within th 
State. The fact that some grocery pr 
ucts originate out of State and com 
indirectly, through wholesalers, into the 
store does not alter the decision that inter 
state commerce is not affected by tH 
store’s operations. This contrasts with # 
earlier ruling in which NLRB took juss 
diction over an auto sales agency. Inthit 
decision, NLRB found that the parts a 
cars sold by the agency came to it actos 
State lines and that trucks were soldt 
an out-of-State firm. 

A bus company, in another 
decision, is held to be outside the so 
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a 
| of NLRB activities. This particular bus 
line is found to be essentially local in 
operation, and it is not licensed by the 
Interstate Commerce Commission. NLRB 
therefore refuses a union’s request for an 
election. 

“Union shop” elections will not be 
held by NLRB where State laws pro- 
hibit the “union shop.” This form of con- 
act, requiring that all employes join 
the union within a specified period after 
being hired, is permitted by the Taft- 
Hartley Act if a majority of workers 
aflected approves in an NLRB poll. 
The law also provides that State 
statutes that are more restrictive are to 
govern. 
~ Plant guards are advised, in another 
ruling, that NLRB will not certify local 
unions of guards as bargaining agencies if 
the unions are affiliated with the AFL or 
CIO. The case involves a guard union 
set up by the AFL, supposedly to get 
around the Taft-Hartley Act. The Act 
prohibits NLRB from certifying a guard 
union if it is affiliated with unions of pro- 
duction workers. Since other AFL unions 
include production workers, the National 
Labor Relations Board holds it cannot 
certify an AFL guard unit. 

Those are among recent decisions by 
the Board itself. Another finding, by a 
trial examiner, will prove important to 
unions if it is adopted as policy by the 
Board. The examiner makes this finding: 
Barring of workers from their jobs 
by pickets at a plant’s entrance does not 
make the striking union liable for pay- 
ment of wages lost by the workers. The 
examiner does find, however, that use of 
such coercive tactics by a union on the 
picket lines was a violation of the Taft- 
Hartley Act. 

NLRB’s General Counsel Robert N. 
Denham had proposed that the union be 
forced to reimburse the nonstrikers for 
their lost wages. The argument was that 
the union had violated the law in its 
picket-line conduct, in preventing work- 
ers from entering the plant by physical 
assaults and threats. Thus, it was con- 
tended, the union should pay the back 
wages just as an employer, found to 
have violated the law in a discharge case, 
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is compelled to pay for lost wages. 

The examiner rejected Mr. Denham’s 
contention on the ground that exclusion 
of the workers from the plant on one occa- 
sion did not necessarily result in a con- 
tiuing loss of earnings. He said the 
nonstrikers could have obtained police 
protection to return to their jobs. This 
conflict in theories between the NLRB’s 
prosecutor” and the examiner will be 
settled by the Board members them- 
selves. The Board has before it several 
cases involving questions of picket-line 
violence. These rulings will clarify an im- 


| portant part of the Act. 
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...the crow 
that sued, 1800 men 





MITATION—within reason—is complimentary. 


But it has its limits, gentlemen, it has its limits. 


For instance, quite a few years ago some persons, 
unable to pay Col. James Crow the compliment of 
imitating his whiskey, paid him the less generous 


compliment of imitating his labels. 
At one time 1800 separate writs, summonses 
and desists were circulated to discourage this sort 


of flattery, and it ceased. 


But Old Crow whiskey—the whiskey itself— 


has never ceased to command the patronage of dis- 


criminating men. Today, as always, Old Crow is 


the standard of perfection in fine, straight, bonded, 
Kentucky whiskey. Today, as for the past hundred 
years, those in the know ask for Old Crow. 


Kentucky Straight Whiskey * Bourbon or Rye « 100 Proof + Bottled in Bond 
National Distillers Products Corporation * New York, N. Y. 





CHANGES OF ADDRESS 


Notice of change of address should 
be sent not less than two weeks 
prior to the date change becomes 
effective. Send the address at 
which copies are now being re- 
ceived and the new address at 


which you wish to receive copies. 


U.S.News & World Report 


Circulation Department 


435 Parker Ave., Dayton 1, Ohio 
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‘SPRINKLERS 
| FIREMEN EVERY TEN FEET \ 
Lower Production Cost—The tremendous 


FIRE waste in America is an overhead 
charge on production. It is an unfair burden 
on our manufacturers who are now com- 
peting for world trade. 

GLoBE Sprinklers eliminate the FIRE 
menace. Let them protect your buildings. 
GLOBE AUTOMATIC SPRINKLER CO. 
New York, Chicago, Philadelphia - Offices in nearly all principal cities 
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Nondurable-goods 





Production almost regained the peak 
reached before the coal strike, but 
strikes threaten to cut output, lift 
wages and force new price increases. 

Steel operations were scheduled at 
95.4 per cent of capacity for the 
week ended May 22, up from 94.5 
the previous week and 71.3 during 
the coal strike. It was 97.5 just be- 
fore the strike. 

Factory output rose to 201.4 on the 
indicator below in the week ended 
May 15, compared with a low of 
193.7 in the coal strike and the 
monthly peak of 202 in March. 

Auto output was 83,175, down only 
1,509 from the previous week de- 
spite the Chrysler strike. 

Hourly earnings in manufacturing 
held at the high of $1.29 in April. 

Third-round gains of manufacturing 
workers are lagging behind gains in 
the first and second — rounds. 
Straight-time hourly earnings rose 
3.5 per cent from September to 
March, compared with 5.6 and 4.6 
in the corresponding period of the 
first and second rounds. Gains 
amounted to 15.5 and 10.7 per cent 
in the full first and second rounds. 


Additional gains in the third round 


are sure to be made as more com- 
panies make wage settlements. Total 
third-round gains are likely to fall 
well below gains in the first and 
second rounds. 

industries, as 
shown by the top chart, have paid 
the largest increases so far in the 
third round. Wage contracts of 
larger companies expired late in 
1947, when demand for goods was 


(1935-39 = 100) 
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strong and prices were rising. Tex- 
tile workers won increases averaging 
9 cents an hour from September to 
February. Gains exceeded 7 cents 
in printing and publishing, 6 in 
food, 5 in apparel. 


Durable-goods industries have paid 


smaller amounts so far. Wage con- 
tracts of major companies expire in 
the first half of the year. Steel com- 
panies already have denied an in- 
crease to steelworkers. Settlements 
have not yet been reached in 
the automobile, electrical-equipment 
and other important industries. 


Resistance to further wage increases 


is still strong in spite of recent im- 
provement in business. 


ACTIVITY 


Wage costs per unit of finished prod- 
uct have risen 89 per cent since 
1939. Hourly pay is up 104 per cent. 
productivity of workers only 8. Re- 
sulting price rises are narrowing the 
market for many products. 

Inventories piled up at retail! in the 
first quarter. Book value of total 
business inventories rose at a rate 
of nearly $10,000,000,000 per year 
and reached about $48,000,000,000. 

Physical volume of inventories rose 
at the fastest rate since the fourth 
quarter of 1946. Textiles, apparel, 
hardware and building materials 
made up most of the rise. 

Corporation profits are threatened 
with a downturn, unless prices con- 
tinue rising. Inventory profits, the 
result of rising prices, were at the 
rate of $6,000,000,000 per year in 
the fourth quarter of 1947 and the 
first quarter of 1948, equal to near- 
ly a fifth of profits before taxes, 
When prices stop rising, inventory 
profits will disappear. 

Spending, however, is up 
March. 

Department-store sales rose to 305 
on the indicator below in the week 
ended May 15 from 300 the previ- 
ous week, 284 in the first quarter. 

Government spending is rising. 

Bank loans to business rose $50,000,- 
000 in the week ended May 12. 

Prices at wholesale are only | per 
cent below the January peak. 

Wage settlements due soon in the 
auto industry may set a pattern that 
will push industry’s costs up and 
cut profit margins. Inflationary pres- 
sures are rising again. 
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offer effective help in your efforts to cut costs! 


y. of the Gulf research laboratories have 
come more new and improved petroleum 
products to help you gain an edge in the “battle 
of costs”! 

The new Gulf sulphurized cutting oils give you 
the advantage of extremely active sulphur with- 
out objectionable odor. 

The new Gulf Soluble Cutting Oil offers a new 
kind of performance on jobs which call for a 
soluble cutting fluid. 

The new Gulf Thread Grinding Oil for auto- 
matic thread grinding machines helps produce 
better threads at lower cost. 

The new Gulf Mining Machine Lubricant B 























LUBRICATION 


Boston * New York : Philadelphia - 


helps reduce maintenance costs for cutting and 
loading machines, simplifies mine lubricant stor- 
age and handling problems. 

The new Gulflube H. D., the modern detergent 
oil for heavy-duty service in gasoline and Diesel 
engines, cuts maintenance costs and keeps engines 
clean. 

These are just a few of the quality Gulf prod- 
ucts that can help you improve production and 
reduce costs. Call in a Gulf Lubrication Engineer 
today and ask him to recommend the most suitable 
oils and greases for your equipment and operating 
conditions. Write, wire, or phone your nearest 


Gulf office. 








Gulf Oil Corporation: Gulf Refining Company 


Division Sales Offices: 
Pittsburgh * Atlanta 
New Orleans + Houston ° Louisville » Toledo 









Judge Drumwagon and an Advertising Executive Conduct a 
Forum on the Subject of America’s Top Corporate Market..... 


Judge . see 


Adv. Exec. ..-. 


Judge ws... 


Adv. Exet.... 


Judge ..se- 


Idv. Exect.... 


- All advertisers know that the market 
for products and services sold to in- 
dustrial and commercial companies is 
relatively small. 


- When you say “relatively small,” just 
what do you mean by “relatively”? 


. It is small in relation to the much 
broader market in which consumer 
goods are bought and sold. 


You say it is “small.” Just how small ? 


. The U.S. Census Bureau says that 
there are approximately 3,317,000 
business establishments in the country. 
Only some 40,000 employ 100 or more 
persons. This ‘relatively small” group 
comprises the country’s top business 
units. Advertising to this top market 
in magazines with mass circulations 
represents unnecessary waste. Are we 
agreed on this point ? 


. Yes, we all can agree on that. But 
what about the thousands of reputable 
establishments that have only 99 people 
on their payrolls? Is there any reason 
for ignoring these small but important 
businesses ? 


Judge «+++ Only so as to keep this discussion 


within bounds. For if we can (on the 
authority of governmental agencies), 
establish the “relatively small” size of 
the top layer of the corporate market, 
it surely will be easier for you men 
who are advertising experts to broaden 


Adv. Exec. «+. 


Judge w.esees 


Adv. Exet. eee 


Judge sees 


this market to suit each advertising 
“coverage” problem as it confronts 
you. 


This discussion has been helpful. | 
have known, of course, that the more 
important executives in the corporate 
purchase market are limited in num- 
ber. But frankly, I had not realized 
that the top segment of this market 
was as small as the census figures show. 
Does your Honor draw any conclu- 
sions that will assist an advertiser in 
determining which magazine, say in 
the weekly news magazine field, should 
have first preference as an advertising 
medium? 


This court does not draw conclusions. 
The purpose of a Forum is to establish 
facts. It is the responsibility of each 
of you advertising men to draw your 
own conclusions. Let me recapitulate 
two pertinent facts: (1) The Top 
corporate purchase market consists of 
some +0,000 larger business establish- 
ments; (2) It is not necessary to buy 
‘waste’ circulation to get at the core 
of the market. 





The facts that have been brought out 
are interesting. I don’t think that 
they are too well known. 


Perhaps these facts will help you in 
determining which is the “No. 1 mag- 
azine’ to cover this special class of 
reader with the greatest economy. 


Forum is adjourned, sine die. 


Next Case—‘America’s Top Consumer Market’— 


will appear in a forthcoming issue of this magazine. 
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We've Been Asked: 


HOW TO DO BUSINESS WITH ARMED SERVICES 


New rules now apply for doing busi- 
ness with the Army, Navy and Air Force. 
These rules are to govern the purchase 
by the armed services of about $3,500,- 
000,000 in materials, equipment and 
services during the year ahead. 

Buying rules hereafter are to be the 
same for each branch of service. This 
will simplify matters for the salesmen 
who again ae beginning to crowd Wash- 
ington as military purchases are stepping 
up. They will have a better idea of how 
to go about getting Government con- 
tracts by competitive bidding and by 
direct negotiation. And definite rules are 
laid down regarding the types of con- 
tract the three services can enter into. 
The new standard procedures replace 
many old buying practices of the mili- 
tary services, some of which go back to 
Civil War days. 


Will all buying, hereafter, be by 
competitive bidding? 

No, The new rules broaden the excep- 
tions for the three services in buying by 
direct negotiations, rather than by the 
advertised-bid method. These exceptions 
are spelied out in detail. But, in large 
purchases, emphasis still will be on giv- 
ing suppliers a chance to bid competi- 
tively for contracts. 


When can direct sales be made? 
The rules give 18 types of cases in which 
the services can make contracts for sup- 
plies or services without advertising for 
bids. Advertising for competitive bid- 
ding, for example, can be done away 
with during national emergencies and 
for purchases of certain medicines, medi- 
cal supplies and perishable foods. Pur- 
chases that involve less than $1,000 and 
goods bought outside the United States 
do not require formal advertising for 
bids, Other exceptions include contracts 
for personal or professional services, 
services of educational institutions, ex- 
periment or research work and purchase 
of supplies or services where it is im- 
practical to get completion by formal 
advertising, 


How are competitive bids invited? 
Advertising for bids will follow the same 
pattern for all services. Announcements 
of competitive bidding will be made in 
trade journals and by mailing of invita- 
tigns to bid to prospective bidders. In 
some cases, advertisements for bids also 
will be published in newspapers. In addi- 
tion, the services will keep lists of prod- 
ucts that have been tested and approved 
for use by the services. Producers of these 
qualified products will be invited to sub- 
mit bids, 
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Who can get on qualified lists? 
Manufacturers will be invited to submit 
their products for tests to see if they meet 
the specifications for the lists. Where 
products are approved, they automati- 
cally establish the eligibility of these pro- 
ducers to bid on supply contracts. The 
lists will be added to as more products 
are tested. 


Will purchases be’ made only from 
the lists? 
Invitations to bid will. be sent to some 
producers not covered by the qualified 
lists. But only the bids of those whose 
products are on the qualified lists will be 
accepted when awards are made on these 
contracts. Therefore, it is pointed out by 
service officials, it is important for pro- 
ducers to get their goods on the qualified 
lists before bids are called for, if possible. 


What kind of contracts will be used? 
All contracts awarded after formal adver- 
tising for bids must be on a lump-sum 
or fixed-priced basis. On negotiated con- 
tracts, fixed-price contracts will be 
favored. But there also can be -cost- 
plus-fixed-fee contracts, and sometimes 
incentive payments for production. In no 
case, however, can contracts be based 
upon a_ cost-plus-a-percentage-of-cost 
system. This is barred both in contracts 
and in subcontracts. 


Can contract prices be changed? 
Yes, in certain cases. Some contracts will 
call for adjustments of prices above, or 
below, amounts stated in the contracts, 
to reflect changes in the costs of materials 
or labor or other production costs. 


Can contracts be renegotiated? 

Renegotiation is not called for in con- 
tracts being signed now, except in the 
case of aircraft purchases. But provisions 
for renegotiation, written into the recently 
approved Aircraft Procurement Act, may 
be extended later to cover contracts en- 
tered into by the other military branches. 


How much profit is allowed on cost- 
plus contracts? 
The new armed-service regulation per- 
mits the fee in cost-plus-fixed-fee con- 
tracts to be raised from 7 to 10 per cent 
in some cases. But that does not mean 
that all contractors will get the maximum 
amount. This ceiling often will be scaled 
down. And there will be relatively few 
cost-plus contracts. 


Will there be any central buying for 
the services? 

Yes, for certain goods. This system of one 

purchaser of certain items for all three 





services already is being developed. Thus, 
the Quartermaster Corps of the Army 
buys most of the food for all three 
services. The Navy buys hard fuels for 
all, and Army Ordnance buys recreational 
equipment and mess equipment. The Air 
Force purchases photographic equipment 
for all. This system probably will be 
extended for other items. 


In addition, the three services have some 
joint offices for purchasing certain items, 
with each branch making its own con- 
tracts. Examples are the joint offices in 
New York City for collaborating in buy- 
ing medicines and textiles. Aircraft will 
still be purchased on a plant-assignment 
basis, as during the war. That is, the 
service to which a plant is assigned will 
buy planes for itself and for the other 
military departments. 


Is small business favored in service 
purchases? 

The new regulation requires that a fair 
proportion of the procurement of supplies 
and services for each department be set 
aside for small business. Thus, bids for 
small lots of goods are to be earmarked 
exclusively for small producers and 
dealers. 


What is considered small business? 
The regulation says that small business is 
a concern that employs fewer than 500 
persons. But service spokesmen say this 
definition for small business is going to 
be scaled down to 100 employes. 


Do the buying rules apply for sub- 
contracts, too? 

They do not, as a rule. The usual pro- 
cedure is for a contractor to make his 
own arrangement with his subcontractors, 
without the Government taking a hand. 
But the regulation specifies that subcon- 
tracts cannot be based upon cost plus 
a fixed percentage of costs. And cost-plus 
contractors must notify the purchasing 
service of any subcontracts on a cost- 
plus-fixed-fee basis and of subcontracts 
that involve more than $25,000 or more 
than 5 per cent of the total estimated cost 
of the prime contract. 


These are the main provisions in the 
joint rules that will govern future pur- 
chases by the Army, Navy and Air Force. 
They are based upon the Armed Services 
Procurement Act of 1947. Some of the 
provisions have been tried out by the 
Army and Navy on a tentative basis in 
recent months. The rules, to put the pur- 
chase of supplies and service on the same 
basis for all three branches, probably will 
be changed and added to after they have 
been tested in practice. 
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DRIVE TO PASS TAX-LAW CHANGES 


Aid for Many in Proposed Revision of Rules 


New tax bill is whipped into 
shape. House hopes to act by 
June 1. 

Technical changes, involving 
71 tax matters, are incorporated 
in a bill drafted by the House 
Ways and Means Committee. 

Final action depends on the 
Senate. Senators will try for 
adoption if the bill from the 
House steers clear of all con- 
troversial points. 

Changes are important to 
many American individuals and 
corporations. 

Changes in tax rules that will bring 
considerable relief to many taxpavers 
are proposed by the House Ways and 
Means Committee. Altogether, the tax 
bill suggests 71 technical changes in 
the law. 

The measure is given an even chance 
of adoption at this session of Congress. 
Tax leaders in the House are trying to 


MR. KNUTSON WROTE THE BILL AFTER CONSULTING COLLECTOR SCHOENEMAN AND UNDER SECRETARY WIGGINS 
the Senate’s stamp of approval depends on elimination of controversial issues 
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get action by June 1. That will give the 
Senate time to act before adjournment. 
Senate action depends on whether any 
disputes arise over any of the proposed 
changes. If there are no complaints about 
provisions of the House bill, the Senate 
now plans to act quickly. 

A number of proposed changes deal 
with minor matters, such as delinquent 
Government employes and deductions for 
work clothes, but other proposals are im- 
portant to fairly large groups of  tax- 
payers. 

To individual taxpayers, these pro- 
posed changes are the most important: 

Options to purchase company stock 
are due to get milder tax treatment. 
Gains realized from stock-purchase op- 


tions will be taxed more nearly as capital- 


gains than as current income. In no case 
will a tax have to be paid until a gain is 
realized, The Treasury thinks the Com- 
mittee goes too far in proposing to ease 
the tax on options. 

Speculative profits are proposed for 
more severe taxation in the bill. One 
provision eliminates the “loophole” in tax 
laws that permits speculators to define 
quick gains as long-term gains and take 
advantage of the lower tax rate on capi- 
tal gains. 


Partnership income is up for differen 
tax treatment if a partner dies. Surviving 
partners would not be taxable on the 
share of partnership income paid to heirs 
of the deceased partner. 

Annuity payments may escape jn. 
come taxes in many instances. Unde 
present rules, the receiver of an annuit 
is taxed each year on 3 per cent of the 
cost of the annuity until the cost jg ze. 
covered, Thereafter, the tax applies on 
the entire annuity income. Under the pro- 
posal, the cost would be prorated ove 
the life expectancy of the person who 
receives the annuity. 

Estates and trusts are to be taxed w- 
der more simple formulas, as the bill now 
is drawn. One change would tax the bene- 
ficiary only on that part of estate or trust 
income that was actually received. Ap- 
other change would bar the Treasury 
from including gifts in estates if the gifts 
were made three years before death. 

Powers of appointment in connec. 
tion with estate and gift taxes are to be 
revised. Tax-free release of these powers 
is to run to July 1, 1949. 

Life-insurance receipts also are to lx 
taxed under simpler rules. 

Family partnerships are to get a dif 
ferent definition. One aim is to recognize 
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, family partnership for tax purposes if 
Fthe family member contributes either 
§ eapital or services. 

Pa ations are to be affected by 
these proposed changes: 

Section 102—The penalty-tax pro- 
vision for unreasonable accumulation of 
corporate earnings—is up for revision. 
Major change proposed is to put the bur- 
den of proof on the Government instead 
of the corporation in establishing the 
amounts of “unreasonable” accumulations. 

Carry-back and carry-forward of 
operating losses are scheduled for a 
change. Proposal is to substitute a five- 
year carry-forward and a one-year carry- 
hack for the present two-year carry-back 
and two-year carry-forward. 

Pension funds and _ profit-sharing 
plans for employes also are listed for tax- 
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rule revisions. 

Corporate reorganizations are down 
for numerous changes. One proposal al- 
lows an exchange of assets for stock in 
another corporation to be regarded as a 
tax-free reorganization. 

Dobson rule, giving the U.S. Tax 
Court almost final authority in findings 
of fact, is up for elimination. Tax Court 
decisions then could easily be appealed. 

Two proposals have been omitted 
from the present bill because of the reve- 
nue cost involved, 

Small business is not to be given any 
particular tax relief now. 

Capital losses also were once sug- 
gested for more liberal treatment, but 
this too has been postponed. The idea 
was to allow taxpayers to deduct capital 
losses fully from current income, instead 
of chiefly as offsets to capital gains. The 
estimate is that this would mean $140,- 
000,000 a year less in revenue. 

The chance of writing proposed 
changes into law depends upon avoiding 
controversy, Senator Eugene D. Millikin 
(Rep.), of Colorado, chairman of the 
Senate Finance Committee, is prepared 
to approve quick action on the bill if all 
jcontroversial issues are eliminated. To 
avoid these issues, Representative Harold 
Knutson (Rep.), of Minnesota, head of 
the Ways and Means Committee, drafted 
the bill after consultation with A. L. M. 
Wiggins, Under Secretary of the Treas- 
wy, and George J. Schoeneman, Com- 
missioner of Internal Revenue. 

None of the proposed ‘changes is ex- 
pected to result in any significant loss of 
tevenue to the Treasury. They are de- 
signed mainly to iron out inequities in 
lax rules and clarify policies now unclear. 


EUROPE’S COOLNESS 
TO MONEY CHANGES 


Reported from LONDON, PARIS, ROME 
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dollar value of their currencies are not 
getting much response in Europe. These 
suggestions come from the National 
Advisory Council, the top U.S. policy- 
making group in world finance, and the 
Economic Co-operation Administration, 
which is administering the Marshall Plan. 

The Advisory Council reported off- 
cially that “exchange rates of some of 
the European countries will require ad- 
justment during the life of the European 
Recovery Program.” The report added 
that the International Monetary Fund 
should be used to correct money policies 
and should work to modify them. And 
one of ECA’s first acts was to summon 
financial advisers to consider world cur- 
rency problems. 

Devaluation, however, is regarded 
with coolness in Europe. 

British officials repeatedly have said 
that they have no present intention of 
disturbing the $4.03 rate for the pound 
sterling. A major reason for keeping this 
rate is to be able to buy as much as possi- 
ble from outside the sterling area, and to 
earn more dollars by charging high prices 
for goods exported from Britain. 

France has quoted various rates for 
the franc since January—a policy that 
was disapproved by the Monetary Fund. 
In recent weeks, however, the official and 
free rate for the French franc has nar- 
rowed and French officials hope that 
eventually the franc will find a “true” 
value and be able to maintain it. 

Italy is satisfied with prevailing rates 
for the lira. The official rate and the free 
rate have settled down to less than two 
tenths of a cent. This balance convinces 
Italian officials that the recent devalua- 
tion produced a realistic rate. 





—Harris & Ewing 
ECA’S ‘ROVING AMBASSADOR,’ AVERELL HARRIMAN 
...can he clear a basic trade hurdle? 


Belgium believes that a sound value 
for the Belgian franc has been found at 
2.28 cents. Belgian recovery is regarded 
as the most advanced in Europe. 

The Netherlands also is satisfied with 
current exchange rates of 37.82 cents for 
the guilder. The Netherlands’ major prob- 
lem is that the country has almost ex- 
hausted gold and dollar resources, and 
must depend on ECA to pay for pur- 
chases from the United States and Latin 
America. 

The fact remains, however; that trade 
among European countries is lagging. 

Production in all Western countries is 
reported to exceed prewar output, except 
in Germany, Italy, Austria and Greece. 
But trade among these countries has 
failed by a wide mark to reach the prewar 
volume. 

Currency problems are believed to be 
the underlying case of lagging trade. 
All couniries seem to distrust all cur- 
rencies except dollars or Swiss francs. 
Farmers withhold their produce from 
cities, and central banks are reluctant to 
accept the currency of another country. 
This had led to widespread bilateral 
trade—trade in which each country tries 
to balance its merchandise account with 
each other country—and to barter inside 
individual countries. 

Revival of a system whereby various 
currencies can be converted more freely 
into other currencies is regarded in Wash- 
ington as a basic factor to the Marshall 
Plan’s success. That explains why ECA 
started so quickly to study the problem. 
The problem also promises to be one of 
the first assignments of W. Averell Harri- 
man, Special Representative of ECA in 
Europe. 
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: Trend of American Business 








24th and N Streets, N.W. 
Washington, D. C. 


Force of the boom is beginning to be reflected again in prices. Price 
trend is slanting upward in basic commodities after 13 weeks of steadiness. 
Wholesale prices, as officially reported, show the first jump in a month. 











; Food prices, as a group, are approaching the all-time high of last winter. 
Living costs are reported at a record high. Consumer prices are up for 
go clothing, fuel, rent and miscellaneous items, as well as for food. 
A The price trend is a sign that the leveling out of prices and production, 
noted in early spring, may have been only,a pause in the inflation. At any 


rate, prices now appear to be responding to assumptions that no downturn is due 
this year in business activity. Consensus is the boom will not be checked. 


To take a look at specific developments in prices: 

Sharp increases have occurred in wool, cotton, steers, hides, rubber. 

Hogs and tallow are unsteady, at prices slightly below recent weeks. 

- Print cloth is down a bit, due to resistance from textile manufacturers. 

Butter is off seasonally. Cocoa is down, but coffee is steady. 

Metal prices are clinging to peaks reached in late winter months. 

These prices are for basic raw materials--commodities that are very sensi- 
tive to demand and supply. Trends in sensitive commodities often point to the 
general price trend. Prices in this field are costs to fabricators. 











Building costs continue to creep higher week after week. A house that cost 
$10,000 before the war would now take about $20,600 to complete. 

Lumber prices are substantially higher than a few weeks ago. Recent price 
jumps in lumber range from $3 to $12 for a thousand board feet. 

Brick has gone up from $20.85 per thousand to an average of 21.48. 

Nails are less scarce, but they cost $4.75 a keg against $4.25 in January. 

Cast-iron pipe rose in three months from $5.08 to $5.46 per 100 feet. 











Building activity, however, shows no apparent effect from price rises. 

Contract awards in April hit a record-breaking level. That assures sev= 
eral months of high construction activity as projects are completed. 

New contracts reported by F. W. Dodge Corp., the recognized tabulator for 
the industry, are 27 per cent above March, 1948, 47 per cent above April, 1947. 

There is no sign of any letdown in building in these figures. One re>-con 








ee. - 


DUSE 

: for rising activity in the face of rising costs is found in prices for finished 
houses. A private survey indicates houcing prices are 143 per cent abo > the 
prewar level. The rise in building costs is put at 106 per cent above 1939. 
That is a sign that there are still profits in the construction industry. 

4 Basic cause for the upward price trend is found in snending volume. 


Total spending in the U.S. hit a rate of $244,300,000,009 a vear in the 
first 1948 quarter, compared with $240,900,000,000 in the final 1947 quarter. 
Consumer spending was up from $172,500,000,000 to $173,200,000.009 a year. 
Government spending rate advanced from $30,300,000,000 to $31,000.900,000: 
4 Export surplus fell from a rate of $8,200,000,000 to $4,200,000,000. 
Business spending jumped from $29,900,000,000 to $36,000,000,000 a year. 
These figures from the Commerce Department disclose that business outlays 
now provide the basic underpinning for the boom. Other factors that contribute 
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TREND OF AMERICAN BUSINESS--(Continued) 





to total spending--consumer and Government spending=--rose only moderately. In 
months ahead, however, Government spending and exports are due to rise. 










Sources of new spending money come from rising incomes and rising loans. 

Personal income rate jumped $3,400,000,000 during the quarter. That par- 
alleled the increase in total spending activity for the same period. 

New security issues floated by corporations amounted to $1,647,000,000 for 
the quarter. That was below the 1947 fourth quarter, but well above the first 
quarter of 1947 and slightly above the annual rate for last year. 

An increase in security offerings is to be expected in the months ahead if 
the added vigor shown by stock-market activity proves to be lasting. 


























Analysis of new corporate financing shows some disturbing trends. 
New money wanted for plant and equipment was down sharply from the final 
quarter of 1947. That may confirm an indication that expansion is leveling off. 
Working capital acquired through new securities was up 70 per cent. 
Sales and finance companies accounted for most of the new working capital. 
Increased need for working capital is a sign of the rising cost of doing 
business. Working-capital expansion of sales and finance companies indicates 
further that most of the demand is coming from the selling end instead of the 
producing end of business. That is just another indication that the upsurge in 
activity at this time may be a boom in selling and credit, not in output. 
Booms like that wear out some time, but this boom still shows strength. 





















Federal Reserve Board, under a new Chairman, sticks to its old policies. 

Inflation dangers continue to be pointed out. The Board expects the U.S. 
Treasury to run a deficit, which, with gold buying, will expand bank reserves. 

Bank-loan expansion is expected to follow these developments, and more bank 
loans, by adding to demand for goods, would lead to still higher prices. 

That's the outlook painted by the Federal Reserve Board. It is background 
to support the oft-requested increased authority to control bank reserves. But 
chances are no better that this authority will be granted. Congress is in no 
mood to approve additional inflation controls and the Treasury is indifferent. 






























As Congress approaches the scheduled adjournment date, the legislative out- 
look is shaping up as follows: ; 

Reconstruction Finance Corp. is to get a six-year extension. 

Farm prices are likely to get support on the present basis for another year. 
There is scarcely time to enact a long-range farm program this year. 

Export-Import Bank probably will be given $500,000,000 more to loan. 

Public works will not be trimmed much from the President's first request. 

Trade Agreements will be restricted, then extended for a year or two. 

Oleomargarine tax appears to be headed for repeal. 

Tidelands oil may be voted back to States, but a veto is expected. 

Additional controls asked again and again by the President are to be denied. 
There will not be any authority to force allocations or rationing, or to control 
prices or wages. Congress also will delay voting any stand-by controls in the 
event of war or national emergency, despite the planning. 

























































East-West trade in Europe is not to be opposed by the ECA Administrator. 
Dollars are being advanced to finance Austrian buying of Polish coal. 
World Bank also is interested in loans to finance the installation of tin- 
ber equipment inside the Russian area so lumber can be shipped to the West. 
These are signs that the Marshall Plan intention to revive trade between 
Eastern and Western Europe is not to be abandoned under present circumstances. 




















Some relaxation of trade controls between the U.S. and Russia also is to be 
expected. Each country needs supplies that the other has to sell. 
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E LIKE It when people ask us, 
“Why does Stinson outsell all 
other 4-place planes combined?” 





The answer is so simple: The great 
new Stinson for “48 is America’s most 
useful personal plane. 

Day in, day out, more and more men 
—especially in the “over 40” group— 
are using this dependable, easy-to-fly 
plane to save valuable time and help 
them carry on their business activities 
more efficiently and more profitably. 


/ 





The great new 


Hlow a famous personal plane tecame 


America’s No.1 Business Plane 





It’s such a practical plane! On family 
or business trips, + people fly in deep- 
cushioned, roomy comfort, with 100 
pounds of luggage. With pilot, and full 
fuel tanks, Stinson will carry 640 
pounds of cargo. 

Above all, the Stinson is an extraor- 
dinarily safe plane, designed so that 
anyone can learn to fly it—quickly and 
easily. 

So, see your Stinson dealer today for a 
demonstration flight in the new Stinson 


Voyager or the Flying Station Wagon. 


For literature, write Stinson Division, 
Dept U, Consolidated Vultee Aircraft 
Corp., Wayne, Mich. 


Stinson 


For 22 years, builders of 
America’s most useful personal planes 















“Using my 


one Stinson 
convinced me 
we needed two” 


Frank Querry, 44-year-old man- 
ufacturer of chain link fencing, 
bought a Stinson and learned 
to fly it for pleasure and re- 
laxation. He soon discovered 
it had business value, too. 








“I fly my installation crews 
to location in a hurry,” he 
says. “What used to be a full 
day’s trip now takes only a 
couple of hours. Jobs 500 miles 
away are now as profitable as 
jobs 100 miles away used to be.” 


“IT soon decided that a second 
Stinson, flown by my sales 
manager, would easily pay for 
itself. And it did—by saving 
time and transportation costs, 
and by expanding the territory 
we could serve.” 





igan. No obligation. 





FREE FLIGHT INSTRUCTION 


IF you are a business or professional man interested in 
learning to fly, we invite you to inquire about your 
Stinson dealer’s free flight instruction plan. Write W. H. 
Klenke, General Sales Manager, Stinson, Wayne, Mich- 

















YOUR WORKMEN 
WILL LIKE THESE... 


READY-MADE AND 
FIRE RESISTANT 


WORK-BENCHES OF STEEL 





Drawer is extra. 
Patd. & Pats. Pend 


fe erg upon thousands of 
“Hallowell” Benches are used in 
all types of shops throughout the country 
—because they offer the foilowing advan- 
tages: standard heights, widths and lengths 
. several hundred interchangeable com- 
binations . . . easily moved and re-arranged 
. can be joined end-to-end to form one 
continuous work-bench . . . bench tops are 
of Steel; Steel covered with “Tempered 
Presdwood”; or smooth laminated wood 
. and prices are attractive and deliveries 
good. Ask for the “Hallowell” Catalog. 


Write for the name and address of your 
nearest “Hallowell” Industrial Distributor. 


Over 45 Years in Business 


STANDARD PRESSED STEEL CO. 


JENKINTOWN, PA., BOX 734 
BOSTON-CHICAGO-DETRO:!-IND/ANAPOLIS-ST. LOUIS-SAN FRANCISCO 


























ITS 91 YEARS OLD 
bat still as good ae new / 


We are referring of course to the 
symbolic welcome mat which today 
reflects a hearty welcome to travelers 
just as it did on October 8, 1856, 
the day the PARKER HOUSE was 
opened. Completely this 
famous Boston hotel continues to 
maintain the high standards of serv- 
and accommodations which 
the achieved for it a 
wide reputation as one of 
America’s finest hetels. 


Parker House 
BOSTON 
A New England Institution 


Glenwood J. Sherrard, President 
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What you as a businessman CAN and CANNOT q 


as a result of federal court 


YOU CAN sign a contract with the 
union in your plant calling for a checkoff 
of union assessments and initiation fees 
as well as periodic dues of members. In 
reply to a query from the Labor Depart- 
ment, the Justice Department decides 
that the Taft-Hartley Act is not violated 
by such checkoff clauses in union con- 
tracts, particularly where a union consti- 
tution provides that these assessments 
and fees are included in “membership 
dues.” 


* * * 


YOU CANNOT expect to file your in- 
dividual income tax return on a fiscal- 
year basis unless you can show that you 
keep your personal record books on that 
basis, even though you are a member of 
a partnership that uses a fiscal year. The 
U.S. Tax Court rules that failure of tax- 
payers to show that they kept individual 
books on a fiscal-year basis makes it 
necessary for them to use the calendar 
vear for their returns. 


* * * 


YOU CANNOT safely use a basing- 
point method in determining the deliv- 
ered prices of your products where you 
know other sellers are using the same 
method, even though you do not act in 
conjunction with your competitors. A cir- 
cuit court of appeals finds that individual 
use of this method under these circum- 
stances may constitute an unfair method 
of competition. The court upholds a 
cease-and-desist order issued by the Fed- 
eral Trade Commission in the case. 


* * * 


YOU CAN now use fin plate in man- 
ufacturing certain types of coffee cans. 
The conservation order governing use of 
tin plate in cans is eased by the Office of 
Domestic Commerce to assure moisture- 
proof seams for these containers. No 
increase is planned, however, in tin allo- 
cations to can manufacturers. 


* * * 


YOU CANNOT, as an employer of 
only one person, always prevent the Na- 
tional Labor Relations Board from hold- 
ing an election to determine whether the 
employe wants to authorize a union to 
sign a union-shop contract on his behalf. 
Reversing an earlier ruling, the Board 
approves a union-shop election for a 
bargaining unit limited to one employe. 


and administrative decision; 


YOU CANNOT expect to comply wit} 
the collective-bargaining requiremeny 
of the Taft-Hartley Act by restrictin: 
your bargaining meetings with unio, 
representatives to two days a month 
NLRB finds that one company failed t) 
bargain with union spokesmen after jj 
tried to limit these meetings to twice , 
month when the company’s preside; 
was in town. 


* * * 


YOU CAN find out about procedures 
to be followed in collecting for good 
sold under the foreign-assistance play 
from a regulation just issued by the 
Economic Co-operation Administration 
This first regulation of ECA outline 
methods that will be used in paying fo: 
items bought under the program. 


* % * 


YOU CANNOT fail to bring you 
back income tax returns up to date by 
June 15 if the filing of these returns wa 
postponed because you were outside th: 
U.S. The Commissioner of Inter 
Revenue reminds taxpayers that the war 
time rule, which allowed servicemen and 
others outside the country to postpone 
the filing of returns, ends June 15, Fur 
ther extensions will be allowed on 
when necessary to avoid hardships in in- 
dividual cases. 


* * * 


YOU CAN get information on copper 
deposits in Alabama and lead-zine de- 
posits in New Mexico from two report 
on investigations made by the Bureau 0 
Mines. Free copies may be obtained 
from the Bureau’s office at 4800 Forbes 
St., Pittsburgh 13, Pa. 


*¥ * 


YOU CAN soon obtain a catalog 
listing items that may be sold from the 
U.S. to nations in the Russian zone 0 
Eastern Europe, and under what condi 
tions. The Department of Commerce at- 
nounces plans for issuing this catalogue 
in connection with revision of expot 
control policy. 


* * * 


YOU CANNOT export more thi 
$100 worth of streptomycin during #! 
one calendar week. This over-all ceilint 
for individual exporters is annouiced b) 
the Office of International Trade. 





Conclusions expressed in these paragraphs are based upon decisions and_ rulings 
courts and Government bureaus. In making their decisions, courts and bureaus consit! 
many facts which, for reasons of space, cannot be set forth in detail. U.S. News & Wort 
Report, on written request, will refer interested readers to sources of this basic materi 
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; >> The far corners of the earth already are benefiting, as American dollars 
are spent on the European Recovery Program and on new aid to China. 
cedure More than a third of funds authorized to be spent in the last month will buy 
Be i goods outside the U.S. These "offshore" purchases are sprinkling dollars on 
by th parched areas. Here's where the dollars are falling: 
a Canada resumes shipments of bacon, wheat and flour to Britain, as the Eu- 
ying fo ropean Co-operation Administration starts paying British bills. 
\. Western Germany starts selling coal to Austria, Italy and the Netherlands 
under ERP. The dollar take on this deal will be deducted from Western Germany's 
1g you dollar allotment under ERP. This is the start of many deals between ERP coun= 
~— tries uSing ERP dollars. European trade will benefit. , 
side the Russian orbit is not to be ignored as a source of supplies under ERP. 
on Poland already is allowed to sell coal to Austria for ERP dollars. 
men an Indications are that Eastern Europe will be invited to sell things like 
Dostpon coal, timber and wheat to the ERP countries. In return, they will get Western 
ey European manufactures and perhaps certain types of American goods. 
ps in in Persian Gulf area also comes into the picture. Oil for China is being 
bought in the Middle East, under the aid program. Also, almost half of Europe's 
imports of oil in the next twelve months will come from the Middle East, pro- 
| Copp vided conditions there don't prevent shipment. ERP dollars will pay for this 
rin cf oil. Arab nations will be well provided with dollars. 
ureau ti Even the Far East already benefits from U.S. aid program. Economic Co-op-= 
ee eration Administration has authorized purchases of Siamese, Burmese rice for China. 
Dollars flowing around the world in this way will show up in new buying 
pressure for U.S. goods. But chances are that these new dollars will not be 
vatalogue spent so fast as the war dollars were. The dollar, which can buy goods anywhere 
from the and any time, is not something to get rid of too fast these days. Most govern- 
toni ments realize that more than they did three years ago. 
nerce all- 
vatalogue »> Exactly what to spend their ERP dollars on is becoming a ticklish problem 
i for the Western European countries. 
Each country knows how much it will get out of the general pot of $5,300,- 
io 000,000 for the first twelve months of ERP. 
iring a Each country now gets a chance to revise estimates of how it wants to spend 
= its ERP dollars. But Washington has to approve its shopping list. 


Hitches are beginning to develop. 
Trouble is, some ERP countries do not want to buy what Washington thinks 
they should buy. The problem shows up chiefly in agricultural commodities. 
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WORLD COMMERCE-INDUSTRY-- (Continued) 








Britain, for example, with a total of $1,324,000,000 to spend, isn't anx- 
ious to buy a great deal of American tobacco, dried eggs or dried milk. The Brit- 
ish Government thinks ERP dollars might better be used for industrial machinery, 

But Washington wants to get rid of surplus stocks of tobacco, eggs,:etc. 
One purpose of ERP is to do just that. 

Dried fruits, fruit concentrates, canned fish and sugar are other surplus 
items that now are points of contention. Most of these things are expensive in 
terms of food value. ERP countries would rather take cheaper foods such as wheat, 

So a tug o' war is developing over ERP shopping lists. Since Washington 
is handing out the dollars, surplus dumping is likely to win out. But these sur. 
plus items may be sold at 50 cents on the dollar to make them more attractive to 
the ERP countries. Of course, that means subSidies will be paid by the American 
taxpayer, who will also pay the ERP countries to cart the surpluses away. 











>> A major surplus problem looms ahead for Cuba..... 
A record sugar crop is being ground in Cuban mills. 
It looks now as though this year's crop might reach 7,000,000 tons. That 
would top last year's record crop of 6,500,000 tons. 
But the Cubans are worried about how they are going to dispose of all the 
Sugar they've got, without dragging prices down further. 
U.S. quota for Cuban sugar this year is now set.at 2,944,000 tons. But it 
may be cut soon, since American growers also are producing heavily. 
The U.S. also has bought 1,000,000 tons of Cuban sugar for use in occupied 
territories, mainly Western Germany. 
To the rest of the world, Cuba has succeeded in selling about 1,250,000 tons 
from the present crop. Recently such sales have been dwindling. 
Adding up, Cubans see an unsold surplus of around 1,750,000 tons. 
ERP countries will presumably take part of this, but many of them are not 
in a hurry to buy. Beet-sugar production this year in Europe may be up 20 per 
cent. Producing countries will wait to see how their crops turn out. 











>> Sugar prices don't make the Cubans happy either..... 

Last year, they sold their crop for between 4% and 8 cents a pound. 

But, this year, the Cubans are getting barely over 4 cents. 

And the trend in sugar prices seems to be down. 

A huge sugar crop, a smaller return and not-too-good sales prospects may 
put a blight on Cuba's roaring boom. 

A major market for American goods, Cuba last year spent close to half a 
billion dollars on U.S. food, textiles, building materials and other things. 

That was by far the most that Cubans ever spent in the U.S., was 80 per 
cent above the high 1946 figure. 

What's more, Cubans paid promptly in cash for what they bought. That put 
them in a very select group. The United States no longer has many cash-on-the- 
barrelhead markets of this type. 

But now it looks as if Cuba is over the hump, perhaps looking downhill. 

Market for Cuban sugar is bound to contract, as Philippine, East Indian 
and European production comes back to normal. 

That means lower sugar prices, fewer dollars earned by Cubans. 

Boom market for American goods thus slowly will fade. But, for a while at 
least, the Cubans can live on the wealth accumulated during the war and since. 
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Workers live in homes like this. Is 
it any wonder they take pride in 





A barbecue pit is a part of most 
homes, Healthful, wholesome living. 





Happy youngsters grow up into 
healthy citizens in outdoor spots 
like this. 


COUNTY! 


“Show me a man who takes pride in his lawn or 
gardens, and I'll show you a worker who takes 
pride in his work.” 

This remark, credited to an executive of one of the 
nation’s largest manufacturing concerns, throws 
considerable light on why Santa Clara County is 
the fastest growing industrial area on the Pacific 
Coast. 





People Jive in Santa Clara County! And this live- 
ability expressed in plus production has attracted 
top names in American industry. 


Sure ... the location is ideal to serve the Pacific 
Coast. There are plenty of raw materials, fine trans- 
portation facilities, adequate power. But liveabil- 
ity... the goal of decentralization ... is the factor 
that outstrips all other advantages. 


WRITE FOR THIS FREE BOOK 


It’s called “LIVEABLE SANTA CLARA 
COUNTY”. . . and it’s worth reading. 
Free—write on your business letterhead. 


DEPT. U 
SAN JOSE CHAMBER OF COMMERCE 
SAN JOSE 23, CALIFORNIA 


SANTA CLARA 
COUNTY CGoeniz 


The population center of the Pacific Coast 









‘Life Around the World 


Even coolies are millionaires in China, 
but a porter’s tip is more than $100,000 


SHANGHAI 

VERYONE IN SHANGHAI these days is a 
E millionaire, including the emaciated 
beggars who infest the streets. But a mil- 
lion dollars, Chinese style, doesn’t go very 
far in the head-spinning inflation here. 
The only certainty about money is that it 
will be worth less next month. 

One U. S. dollar will get you more than 
a million in Chinese currency now. And if 
you hold off tor a couple of weeks, you 
probably will be able to get two million. 
A newspaper that cost 25,000 dollars, 
Chinese, last week, sells for more than 
40,000 today. A meal in a decent restau- 
rant is cheap at a million and you can’t 
get into a cab for less than half a million. 
A coolie sneered when I handed him 
100,000 dollars for lugging my bags into 
a hotel. 

How to carry enough money for a sin- 
gle day’s expenses poses a serious prob- 
lem. A brief case, loaded with 10,000 
dollar bills, is indispensable if you plan 
to step out for an evening of dining and 
dancing. 

Eight months ago, one U.S. dollar 
brought only 40,000 Chinese dollars. 
Since then the rate has jumped so high 
that you can get more than 1,000,000 
Chinese dollars with $1 U.S. now. Prices 
zoom to keep pace with the currency. 
Why the money rate goes upward 10,000 
or 20,000 dollars from day to day and 
sometimes even drops for a few days is 
something Chinese economists have diffi- 
culty explaining. 

The inflationary spiral gets its biggest 
boost from the swollen money supply. 
The Chinese Government is fichting a 
“printing-press war” against the Commu- 
nists. Almost all military expenditures are 
financed by the simple, but disastrous, 
expedient of speeding up the currency 
presses. A fantastic amount of currency is 
pumped into circulation daily to pay the 
Army’s bills. 

The other day, Generalissimo Chiang 
revealed that there were 70,000,000,000,- 
000 Chinese dollars in circulation during 
the first week in April. Earlier, Premier 
Chang Chun declared that the note issue 
totaled 35,000,000,000,000 on February 
5. If these statements were accurate, the 
note issued doubled in two months. It is 
probably increasing at a faster rate now. 

Recently I asked a Government official 


62 


how much money would be in circulation 
in six months. He replied wryly: “What 
comes after trillion?” 

China no longer has enough precision 
presses to turn out the currency needed. 
Chinese notes now are being printed in 
the U.S. and imported by the shipload. 
There are other bizarre problems. Re- 
cently, with costs and prices rising, it was 
discovered that the cost of printing a 
$10,000 bill exceeded the note’s value. 

In addition, the physical problems of 
doing business on a cash basis threatened 
to paralyze commerce. It got to the point 
where businessmen had to hire rickshaws 


te ‘ 


So 





to cart their day’s earnings to the bank. 
There was talk of currency reform. But 
then a simpler expedient was found--the 
printing of $100,000 bills. 

But the ‘Government feared that the 
printing of $100,000 bills would have a 
bad psychological effect. So the notes 
were labeled as “five customs gold units” 
with a “gold unit” worth 20,000 Chinese 
dollars. It was hoped that the use of the 
magic word “gold” would restore confi- 
dence in the currency. 

The result? The money rate has been 
rising faster than ever. 


There’s counterfeiting, too 


China’s spiraling inflation is providing 
lush pickings for counterfeiters. Phony 
American $50 and $20 bills, which first 
appeared two years ago, are turning up 
again in quantity in Shanghai. 

The teller in an American bank here 








recently plucked a $50 bill from a stag 
of greenbacks he was counting, convingg 
it was counterfeit. The bill was sent j 
the bank’s main office in New York, whie) 
promptly returned it with a note sayin 
the bill was genuine. The teller wa 
adamant, however. The bill was sent pif 
the U.S. Federal Reserve Bank for fy.B 
ther scrutiny. Again it was returned xf 
genuine, this time with the inspector 
endorsement. 

Still, the teller refused to concede, an, 


















































the bill was sent to the Treasury Depar Ta 
ment in Washington. A laboratory analy. who 
sis did the trick. The Treasury reported the 
that the bill was indeed counterfeit, of He 
of the best ever discovered. Since then ® the 5] 
thousands of dollars of bogus U. S. note fl fits h 
have turned up. get th 
The counterfeits are so nearly perfect he ge 
that investigators believe they may have in his 
been printed in a Government printing his ST 
plant in some foreign country. The twit mark: 
denominations, $50 and $20, are printed Lik 
on different paper and it is believed tht doesn 
they may have originated from differet & that | 
sources. Germ 
One theory is that the bills or thi food 
engraving plates may have come fro splitti 
Germany. After the war ended in Euro & not b 
officials discovered that a number of ef the pe 
pert engravers, imprisoned in Nazi co The 
centration camps, had been given favor bled t 
treatment for preparing counterfeits (J benefi 
U.S. and British currency. These maf even s 
had produced British pound notes goof for ex 
enough to be accepted by the Bank & story; 
England. gi 
Some of the bills, and the plates then a blac 
selves, may have been spirited out (i) “Why? 
Germany by an international ring. Ther cently 
is a report, too, that the Japanese pi normal 
duced $100,000,000 of counterfeit USE = The 
money. But the Japanese deny it. special 
American military officials in Shanghif timizec 
are trying their hardest to track down te produc 
counterfeiting ring. They have found i bacon, 
number of Chinese “informers,” but ®¥ meanin 
concrete evidence. And the bogus bibI® poor n 
keep turning up in Shanghai banks. J: bacon | 
Most 
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Ruhr miner worries — “:s 
Germar 

cen 

—he gets extra food fi." 
Yet the 

DUSSELDO B® enough 

HE COAL MINER is the best-fed Gem 4, 4 
these days, and that fact worries hifi other p 
most, He is afraid his neighbors do! most C, 
like him any more. win the 
This reaction of the Ruhr coal mine" three sp 
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all of the benefits he is getting as an in- 


ing one of the more important problems 
facing military-government officials in 
Western Germany. 

Take the typical case of Heinrich S., 
who has a wife and two sons, one 17 and 


Heinrich doesn’t speak very kindly ot 


get them, certainly. But he honestly thinks 
he gets more at the expense of the others 
in his community. He is keenly aware of 
his special position, and of the sharp re- 
marks of his nonminer neighbors. 

Like most of the others, Heinrich 


| doesn’t accept the logic of the argument 


that his job is of extreme importance to 
German recovery, that he is given more 
food so he can work better, and that any 
splitting up of his extra rations would 


not be of marked benefit to the rest of 


the population. 

The fact that Heinrich is sorely trou- 
bled by what his neighbors think of the 
benefits he is getting from his hard work 
even shows up in his humor. This joke, 
for example, has become his favorite 
story: 

“The next special package will contain 
a black suit and top hat,” he smiles. 
“Why? So that the miners can go de- 


jcently clad to the funeral of: the last 


} normal consumer.” 
rfeit U.S 


The miners seem to feel, in spite of the 


| special rations, that they are being vic- 
| timized, used as slaves to get German 
| production going. “Catching mice with 
| bacon,” is the expression Heinrich uses— 
| meaning that he considers himself the 


poor mouse who works for the extra 
bacon he so dearly loves. 

Most miners are inclined to complain 
about their lack of weight and the effect 


| ofa slim diet upon their health. By the 


German standard, Heinrich is 13 per 
cent underweight. But half the British sol- 
diets are underweight by this standard. 
Yet the soldiers are healthy and weigh 
enough by British standards, 

As a matter of fact, Heinrich and the 
other miners are a lot better off than 
most Germans. Heinrich works hard to 
win the incentive rations. He has had 
three special food packages in less than 
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a year, and will get his share of coffee, 
fat, cigarettes and clothing now being 
delivered. He has better housing than the 
average German. He gets a bigger basic 
food ration than most workers, and re- 
ceives a special meal at the mine. 

But what do the neighbors think? 


That’s the question that bothers Hein- 


rich and his family. Already he has de- 
cided he doesn’t want his sons to be 
miners because people look down on the 
trade. 

“And the miner’s wife is disliked,” put 
in Mrs. S. “Women make remarks about 
us in the food lines.” 

This attitude can turn into a real worry 
for occupation officials. If the miners be- 
come ashamed of the extra benefits, they 
might become ashamed of the work they 
are doing, and the whole production- 
incentive plan will come apart. _‘T. F. H. 


Shanty town is home 


for Argentine worker 


BUENOS AIRES 

OWN BY THE DINGy Central Argentine 

Railroad tracks in this prosperous 

and well-fed city stands a colony of pack- 
ing-box shacks. 

In the distance, you can see the sky- 
scrapers of downtown Buenos Aires, and 
1948-model American automobiles speed 
along on the superhighway close by. 

At first glance, you might think the 
community consisted of hoboes or tramps. 
But, if you drop in, you'll find a lively, 
literate and far-from-lazy group of Argen- 
tine families living there—most of whom 
have one or more full-time jobs. 

Their temporary tragedy is simply that 
they can’t find any place to live in this 
crowded boom town. 

Take José Sanchez Medina, tor in- 
stance. He tries to dress well, on his mod- 
est but above-average salary of $25 a 
week. In a downtown crowd, you couldn’t 
tell him apart from a suburban commuter. 
With his wife, he often drops in to see an 
American film at the neighboring theater; 
reads a morning and evening newspaper; 
eats meat twice a day; buys American- 
brand toothpaste, and dreams of the day 
when he can have a house of his own 
within commuting distance of the fac- 
tory. Sanchez came to Buenos Aires from 
Rio Negro only five months ago to take 
a job tending a machine in a local elec- 
trical-appliance factory. 

The pay sounded good, and it was, 
compared to the average. But he had no 
idea he'd find no apartments for rent at 
a price within his range. 

“Imagine, Senor,” he complains. “They 
want me to pay 600 pesos ($150) for a 
little two-room apartment. And the other 
day, did you read how the Rent Board 
discovered that they were transferring 
leases for 5,000 pesos? ($1,250). 


“There was nothing to do but live 
under the bridge here . . . in these shacks 
we built.” 

Sanchez hasn’t seen the latest statis- 
tics. But they explain his situation. The 
population of the city is swollen beyond 
3,000,000, and, with the surrounding 
suburbs, runs about 4,000,000—out of a 
total of 16,000,000 inhabitants of Argen- 
tina. In the capital there are only 772,226 
dwelling units—counting ones like the 
Sanchez shack. 

Buildings are going up all over town, 
but more of them are for offices and fac- 
tories than for apartments. Material is 
scarce and expensive. Labor is often paid 
twice the wage of a few years ago, and 
taxation is going up. Land values are 
inflated. 

Government building, especially for 
military purposes, takes a large portion of 
the available materials and forces prices 
upward. And previously underpaid con- 
struction workers now have a tendency to 
take it easy on the job, enjoy the frequent 
holidays and higher pay decreed by the 
Peron Government and generally not be 
concerned about setting any records. 

The housing shortage has forced rents 
sky high here. But some lucky tenants 
(and unlucky landlords) find old rents of 
unfurnished apartments pegged at levels 
of a year or so ago, minus a small per- 
centage of rebate. Evasions are probably 
more common than adherence to the 
rent-control laws, what with “key money,” 
payments for transfer of lease and “furni- 
ture” sales. 

From the builder’s point of view, the 
campaign for granting of building loans 
at low interest rates hasn’t been very suc- 
cessful. Soaring prices of building mate- 
rials and labor costs make the plan almost 
useless. Neither private nor Government 
loan agencies have shown any great en- 
thusiasm for basing loans on current in- 
flated building costs. 

So Sanchez isn’t very optimistic about 
getting a house or an apartment. Call 
him a “squatter” on public land, or a 
trespasser in an empty lot, but the impor- 
tant thing is that there’s a roof over his 
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Truman Theme: ‘Peace, Prosperity’ ... Stalin Blow 
To Wallace Campaign...A Dewey-Taft Agreement? 


Senator Arthur Vandenberg is build- 
ing an impressive total of delegates 
who will be for him as second choice 
for the G.O. P. nomination. Friends 
and assistants of the Michigan Sena- 
tor are busy in his behalf. 


x *k * 


Joseph Martin, House Speaker, at age 
63, is finding that there are handi- 
caps in being a bachelor while seeking 
a presidential nomination. Some party 
leaders are suggesting that Mr. Mar- 
tin, as a bachelor, might lack vote- 
getting benefits that go with a family, 
both at campaign time and during 
White House occupancy. 


xk * 


Robert Taft and Tom Dewey have 
given more than cursory thought to 
the idea of getting together in event 
that neither can win a majority of 
Republican Convention votes on an 
early ballot. The alternative to getting 
together would be nomination of a 
third candidate. 


x *k * 


President Truman is to add the slo- 
gan of “peace” to that of “pros- 
perity” as the theme of his campaign 
for election. He is trying to induce his 
aides to pipe down on war talk. 


x * * 


Henry Wallace, third-party candi- 
date, is having trouble with his cam- 
paign, now that the threat of early 
war is fading. Joseph Stalin didn’t do 
Mr. Wallace much good politically 
by making a peace gesture in his 
direction. 


xk 


A ticket of Senator Vandenberg for 
President and Governor Dewey for 
Vice President is getting some atten- 
tion as a possibility. The idea would 
be that Mr. Vandenberg would serve 
for only one term, starting at age 64, 
and that Mr. Dewey then would de- 
velop as the heir apparent. 


x*e* 


Senator Joseph O’Mahoney, of Wyo- 
ming, is Mr. Truman’s first choice for 
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a 1948 running mate, although Sen- 
ator Scott Lucas, of Illinois, and 
Senator Millard Tydings, of Mary- 
land, still are near the top of the list 
of possible choices. 


x *k * 


Democratic leaders in the Senate 
still are complaining that Mr. Tru- 
man, who once was one of their num- 
ber, maintains almost no_ personal 
contact with them. The President, 10 
weeks ago, met with a group of Sen- 
ate Democrats for the first time in 
months and has had next to no con- 
tact since. 


x *k * 


John Snyder, Treasury Secretary, is 
the one who is signaling the shift of 
White House emphasis away from 
policies aimed at deflation to accept- 
ance of the idea of inflation to run at 
least until after votes are cast in No- 
vember. Mr. Snyder gave the cue 
when he went out of his way to let it 
be known that interest rates on Gov- 
ernment securities will be kept low. 
Earlier a tip had been given that an 
increase would be needed in bank 
loans to finance the defense boom. 


xk 


Thomas McCabe's Federal Reserve 
Board is not resisting the Treasury 
decision to continue a policy of cheap 
money in the midst of a growing 
boom. Marriner Eccles, former Chair- 
man, was let out by Mr. Truman for 
fear that he might gum up plans to 
keep money free and easy at least 
until after election. 


x *k * 


George Marshall, Secretary of State, 
together with top officials in his De- 
partment, continues in a state of jit- 
ters over Russia. That accounts for a 
State Department call routing news- 
papermen out after 9 at night for a 
special press conference to tell them 
that a Russian woman had seduced 
an American sergeant. 


xk * 


Lieut. Gen. Walter Bedell Smith, 
U.S. Ambassador to Russia, will give 
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way to a diplomat if and whenU.§ 
Sets down to the business of trying 
to find a basis for dealing with th 
Russians. General Smith’s experiengs 
in diplomacy has been confined larg 

ly to an effort to get tough with t 

Russian diplomats. The result wasq 
period of competition in seeing wh 
could be tougher. 














xk *& = 





U.S. generals and admirals are bei 
assured that they still will get most 
the dollars they want for more me 
and new equipment even if this coy 
try does shift its diplomatic emphagi 
from war to peace. : 








xk * 





Paul Hoffman, administrator of U.§ 
aid to Europe, is prepared to shap 
his own policies and to direct his o 

administration rather than to have 
the U.S. Department of State do that 
job. Mr. Hoffman has passed ovep 
most of the State Department group 
of planners in selecting his key 
personnel. 































xk ® & 


John J. McCloy, World Bank presie 
dent, soon may find himself heading 
a third-string lending _ institutiom 
Bank officials expect borrowers to a 
ply to ECA or Export-Import Bank 
before the World Bank is considered 


x *k * 


Generalissimo Franco, dictator 6 
Spain, is breathing easier as a resih 
of a new line of credit set up for hi | 
by his friend, President Per6n of At 
gentina. Franco now is in position @® 
make U.S. and other Western powelt 
bid higher if they want air bases if 
Spain, or agree to include Spainif 
the European-aid program. ; 


x * * 


Britain’s Ernest Bevin and Francés 
Georges Bidault are concerned lest 
peace gestures by U. S. and by Russia 
take the wind out of Western BF 
rope’s plans to develop a uniliet 
defense front against the Soviet. Rue 
sia’s Stalin may expect to reap 
wards by speaking softly at this tim 
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